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CIS Rail Transport Council Meeting Held in 
Ashgabat 


Meeting Results Highlighted 
9444-09454 Moscow GUDOK in Russian 15 Jun 94 pp 1-2 


[Article by N. Davydov: “The Decision Has Been Made— 
It Must Be Fulfilled!: The Results of the 11th Session of the 
Council on Railway Transportation of the Commonwealth 
Participant-States in Ashgabat’’] 


[Text] Opening the regular meeting of the Council in 
Ashgabat, its chairman, Russizn minister of railways G. 
Fadeyev, said that the heads of governments of the Com- 
monwealth states had praised the work of this railway 
workers’ collective organ at one of their recent meetings. 
Despite that, the review of the issues on the agenda was as 
always distinguished by high standards and demands. The 
first issue, fulfilling the agreement on joint use of freight 
cars and containers and making changes in the rules for 
mutual settlement of accounts, was no exception. 


Already 1n his speech the chairman of the Council's Board 
of Directors, V. Butko, laid out those factors which have a 
negative impact on fulfilling the agreement and normal- 
izing mutual account settlements. Shipping 1s declining 
and so the exchange of cars 1s declining accordingly. Empty 
cars are piling up at intermediate stations and reserve 
sidings. Moving one empty car in order to even out the 
quota costs [figure illegible, possibly 80] thousand rubles 
per 1,000 kilometers, and given the reduction in shipping, 
thousands of these cars have to be moved. Besides, on 
many lines, above all those of Kazakhstan, Georgia, Azer- 
bayjan, and Turkmenistan, the number of cars not in 
working condition has risen sharply; they already make up 
70-80 percent of the quota. As a result, excess rolling stock 
makes moving the trains more difficult, which causes 
difficulties with distributing them among the lines of the 
Commonwealth states correctly and complicates mutual 
settlement of accounts. 


The prognosis for development of the situation 1s not very 
reassuring. If the rate of decrease in repair—which 1s found 
almost everywhere but in Russia- —is not stopped and the 
planned preventive maintenance system for the cars 1s not 
restored, by the end of this year the number of cars not in 
working condition will be equal to or greater than the 
quota on some railroads, and that will entail serious 
economic losses for them (since “foreign” cars will have to 
be used) and the continued destruction of the fleet of cars. 


The almost 2 hours of debate on this issue revealed 
various approaches to solving the problem. Considering 
the difficult conditions which the economies of the CIS 
countries are in, it took hard work by the editorial 
committee before a compromise could be reached. After 
approving the experience of Russia and Ukraine, where 
depot repair of cars is performed on contract without 
sending the cars to their owner, the Council appealed to 
all railway administrations to try to stabilize the tech- 
nical condition of the fleet of cars. Partial changes were 
made and the effective times of certain points were 
extended in the agreement on the principles for joint use 
of freight cars in interstate traffic. 


Taking into account that payments for using the rolling 
stock are not in fact being made, 1t was decided to hold a 
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conference of authorized representatives in July on a 
broad set of financial questions and on formulating 
proposals on penalties for late payments 


In order to eliminate the existing discrepancy between 
operational reports and the passport data base and 
Straighten out recordkeeping at the GVIs [Main Com- 
puting Center} of Russia, the Council’s Board of Directors 
and the railway administrations have been instructed to 
prepare proposals by the Council's next meeting on how to 
make sure recordkeeping and reports are accurate and that 
they conform to the primary documentation. There were 
also other proposals which will take considerable work to 
realize before returning to this difficult issue mn the fall 


Starting with the Council’s fifth meeting, which was held a 
year and a half ago in Minsk, the fate of the fleet of 
refrigerator cars has remained undecided. At first the 
predominant view was that it was not a good idea to divide 
them up and conditions of joint operation which suited 
everyone would have to be worked out. But gradually that 
idea had to be rejected, since no such conditions could be 
found among the many proposed 


But even dividing them up presented a task with many 
unknowns. As the deputy chairman of the Counctl’s Board 
of Directors, B. Nikiforov, emphasized, more than 20 
variants of the principles of division were examined at the 
working group's meetings. With a great deal of difficulty, 
the one submitted at the Counci! meeting was agreed upon 
But even here different opinions were expressed 


Two important arguments most likely affected a positive 
decision. V. Nikiforov stated, not without reason, that 1 
they began to seek a different principle of division now, 
it might take another year and a half. And the Council 
chairman asked them to be guided by the principle of 
striving for minimum movement of the refrigerator cars 
to be divided up, but that the matter must be brought to 
an end. 


The agreement adopted envisions completion of the divi- 
sion of the refrigerator stock before | October of this year. 
As for the principles of joint use of this rolling stock and 
mutual settlement of accounts, VNIIZhT [All-Russian 
Scientific Research Institute of Railroad Transport] 
together with the Council’s Board of Directors and ratlway 
administrations have been instructed to prepare this issue 
for examination at the Council's next meeting. 


Most of the other issues examined in Ashgabat were 
approved without much difficulty, despite certain differ 
ences in approaches to resolving them. 


In connection with the introduction of an automated 
system ior keeping records of enterprises’ and organiza 
tions’ own cars by number, which was worked out by the 
RF Ministry of Railways, the appropriate changes were 
made in the rules for mutual settlement of accounts for 
use of freight cars. Experimental mutual settlement of 
accounts on a new basis will begin on | July, and this 
work is to be transferred to a permanent basis starting on 
| August. 


The participants in the meeting studied progress in ful- 
filling the program of work to define joint-use freight cars 
more precisely. To eliminate the causes of discrepancies in 
records, it is planned to formulate measures to prevent the 
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culation of cars with wrong numbers and continue 
carefully checking rolling stock by owner-states. At the 
same time, the statute on the Intormation-Technical 
(11 1s) for keeping records of cars and their tech 
nical condition was approved. The procedure for financing 
it was also determined 


Cente! 


Approved without serious reservations were the methods 
outlined in the first half of 1994 for making an inventory 
of container stock and the statute on the procedure for 
transterring universal containers in interstate shipping, 
which will be put into effect starting | July 1994, The 
summary protocol retlected the comments of representa- 
tives of the railway administrations of Ukraine, Azerbat- 


jan. Lithuania, and Estonia 

Almost half of 1994 has passed. and many railway admin- 
istrations have not financed the past year’s scientific 
research and experimental design work being done by 


Russian transport institutes for all the Commonwealth's 
roads. In connection with this, RF deputy minister of 
\. Sidenko was compelled to state: “Either the 
administrations ftid the necessary caoital or we will do 


rything ourselves and whoever 1s interested in a partic- 
ular job will have to conclude a specific contract for it.” 
Ihe statement by Kazakhstan's deputy minister of trans- 
portation Yu. Panov had a favorable effect on reaching a 
positive decision 
‘Most of the projects we are talking about cover the entire 
space of the former Union. And i‘ just one state refuses to 

ticipate, all the work will lose 115 meaning.” 

\. Chernyugov, department chief for the Council's Board 
of Directors, announced the results of the development of 


a timetable for passenger train traffic, a plan for forming 
‘ight trains, and a procedure for directing the volume of 
traffic for 1994-1995. Especially disturbing, in his 
opinion, was the fact that the speed of passenger trains has 
sharply on the railroads of Kazakhstan and Turk- 
menistan and a nu of others. The block speed on 
) units with the status of express does not even 
) kilometers an hour. Also noted were violations of 
the approved deadlines for formulating a timetable, which 
prevented passenger train schedules from being made up 
he Kirghiz. Central Asian. and Turkmen railwavs 


- 1 
moet 


rved as the reason to hold. already in June of this 
17 a meeting of railroad administration experts to 

n for developing the traffic schedule of 
passenger trains for 1995-1996. 


Everyone knows that the transshipment process 1s 
nthinkable without proper documents. The roads have 
rking in the new conditions for more than 2 years, 
ntinue for the most part to use the former 
nactments. They have made the necessary 
es in them. of course, while parallel to this, work has 
gone forward on new documents appropriate to today’s 


ntire package of these documents was adopted at the 
ng of the Council. Among others, they approved 


idditions to the instructions on making out transshipment 
documents and collecting transportation payments when 
freight 1s transshipped in interstate and international 


traffic. They agreed upon a procedure for reviewing and 
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settling claims for freight lost in shipment in international 
rail freight traffic (SMGS) [Agreement on International 
Railroad Freight Traffic], 1t 1s planned to put the proce- 
dure into effect on | January 1995. The new instructions 
on claim certification work approved by the Council wall 
take effect at the same time. Certain additions to it are to 
be prepared by the next Council meeting 


Essentially 1.1 the same line was the question of a new, 
expanded list of types of freight which should be escorted 
by a paramilitary guard. It was made to include everything 
that should be guarded in interstate traffic. If itis a matter 
of two neighboring states, they may have separate agree- 
ments. It was decided to make payments for these services 
in the same way as transportation payments. All that 
remained was to agree with the competent state organs on 
allowing armed guards to cross the border. After all, as a 
rule they must receive and turn over freight under guard 1n 
neighboring territory 


The Council extended the action of the instruction on 
procedures for distributing hard currency revenue from 
international passenger and freight shipping for a second 
6-month period with amendments and additions recom- 
mended by the meeting of railroad administration experts. 


In order to preserve the uniform information space and 
ensure control of shipments throughout the railroad 
system of the Commonwealth and Baltic states, and also 
considering that a transition 1s underway to a new proce- 
dure for making out transshipment documents and making 
up accounts, it was recognized as advisable to keep share 
financing of the information services of the Main Com- 
puting Center and the services of the Central Communi- 
cations Station of the RF Ministry of Railways. Needless 
to say, this 1s for those services related to service to the 
entire rail system. The financing procedure and system for 
monitoring this work were defined. 


On the question of coordinating activities in the field of 
rate schedules for conveyance of freight and passengers in 
interstate traffic, it was agreed to rely on ex:sting agree- 
ments and decisions of the Council and then inform the 
CIS Coordinating-Consultative Committee of this. 


As expected, the operational results of the systemwide 
inventory of freight cars, done in mid-May, provided an 
occasion for informative debate. The heads of virtually all 
delegations spoke, and some of them more than once. The 
discussion moved away from pure statistics now and then 
and into the question of whether these numbers can be 
taken as the basis for settlement of accounts. All the same 
the prevailing opinion was that it 1s a little early to confirm 
the census results. They charged the administration of 
statistics and the GVTs of the RF Ministry of Railways to 
continue working on the inventory materials, examine 
them at a meeting of authorized representatives of the 
administrations, and report conclusions and suggestions at 
the next Council meeting. 


The final group of questions considered at this meeting 
concerned the activity of the Council itself and its auditing 
commission. Some amendments and additions were made 
in the sections ‘Tasks and Functions of the Council” and 
“Work Procedures of the Council.” In particular, to decide 
individual questions in the period between meetings of the 
Council, the Board of Directors may, in conformity with 
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its powers, call a meeting of authorized representatives. 
The procedure for written agre iment on issues 19 the 
period between meetings was defined. 


The Council ratified a statute on its auditing commission 
and its report on its audit of execution of the expense 
estimate for maintenance of the Board of Directors 1n the 
past year. 


At the initiative of Council chairman G. Fadeyev, the 
question of unwavering fulfillment of joint decisions 
adopted was raised outside the agenda. In particular, 
there was harsh criticism of the managers of the West 
Kazakhstan Railroad for holding up trains at inte “me- 
diate points. 


“Until the Council decides, no one has the right to shut off 
the entry signal,” he said. “It 1s perfectly clear that each of 
our States can live without the others, but we will live very 
poorly. Therefore we must not be too hard on Vane another; 
even if there are huge debts, we have to find a common 
language. Uzbekistan’s debt to Russia for shipping already 
exceeds the state debt. But we are not stopping trains. Let 
the governments decide how to repay the debts.” 


Summarizing the meeting, it 1s necessary to emphasize 
once again that the question of nonpayment for the use of 
freight cars and settlements for passenger conveyance was 
a very tough one. Because this matter demands a compre- 
hensive approach, it was decided to hold a meeting of 
authorized representatives in July which will work out, 
among other things, proposals on financial accountability 
for untimely payments. 


Although this question was not on the agenda, agreement 
was reached within the meeting framework among the 
managers of the railroad administrations of Russia, 
Kazakhstan, l zbekistan, Tajikistan, and Turkmenistan 
that from 28 May to 31 December of this year, payment 
for shipping personal domestic items will be paid for at 
the destination station at the rate of the international 
rate schedule with an 85 percent discount on transit 
roads. This was done, naturally, for social protection of 
the populati 


In conclusion G. Fadeyev, on behalf of the Council, 
thanked Kh. Khalykov, chief of the Turkmenistan State 
Railroad, for the warm reception and for creating excellent 
working conditions. 


The next, 12th meeting is to be held in November of this 
year in Tbilisi. 


Comments by Turkmen Railroad Chief 
044E0945B Moscow GUDORK in Russian 15 Jun 94 p 2 


[Statement by Kh. Khalykov, chief of the Turkmenistan 
State Railroad: “Joint Projects’ 


[Text] Overall we are satisfied with the results of the 
meeting of heads of railroad administrations that was held 
in Ashgabat. This was a major event for Turkmenistan. 
Our road today carries up to 90 percent of all freight 
passing through the state. Despite the fact that the volume 
of shipping has fallen significantly in recent years on all 
CIS railroads, including on ours, a rising trend has now 
been noted. There are objective factors here, as well as the 
striving of Turkmenistan to rise out of economic crisis. 
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As 15 well-known, within the framework of the 10-year 
prosperity plan, we recently adopted a 3-year plan to lift 
the national economy. Marked development of all sectors, 
first of all energy, 1s contemplated. The base for processing 
raw materials is developing, and industrial enterprises 
with modern types of technology for producing output are 
under construction. The Government of Tajikistan con- 
siders it important to continue developing all forms of 
transportation, including railroads. 


During the meeting between S. Niyazov, our head of state, 
and RF minister of railways G. Fadeyev, it was stressed 
that Russia and Turkmenistan have many common prob- 
lems which will be embodied in major interstate projects. 
I refer to construction of new railroad lines and of the 
railroad infrastructure by setting up joint enterprises and 


joint-stock societies. 


Among other things, it is contemplated that we will jointly 
build a railroad line from Tedzhen to Serakhs, the last link 
in the Transasiatic Trunk Line on Turkmen territory. It 1s 
entirely possible that a Russian-Turkmen road will operate 
in this sector. We are gratified at the Russian side’s 
readiness to offer very rapid and concrete assistance in this 
matter. In particular, reinforced concrete ties will be 
de! vered to Turkmenistan for assembly of 15 kilometers 
of rail segments for the Tedzhen-Serakhs line. 


Overall, the atmosphere of the meeting was very favorable 
for consolidating cooperation in our economic conditions, 
which was noted by almost all the chiefs of the railroad 
administrations. 


Comments by Georgian Railroad Chief 
9441-0945C Moscow GUDOK in Russian 15 Jun 94 p 2 


[Statement by R. Vashakidze, chief of the Georgian 
Railroad: ““Let’s Be Realists!”’] 


[Text] At the meeting held in Ashgabat, it was decided to 
hold the 12th meeting of the Council in Tbilisi, the capital 
of Georgia. We are in a difficult situation today, but it 
seems ways toward political stability and consensus are 
being outlined. The conviction is growing that without 
peace we will not survive. 


The breakup of economic links with enterprises that 
cupply spare parts, locomotives, and railroad cars hurt 
small roads like ours more. After all, all equipment and 
rolling stock has a tendency to grow old, and we do not 
have the financial means to replace it. If the state allocated 
about 25 billion Georgian rubles to us, only then would we 
be able to keep the road system at the 1990 level. 


But let’s be realists, it is hard to expect such money in the 
near future. And the answer we see is to be even more 
conservative with everything the road now has. So the 
questions facing us before the next meeting are very 
difficult ones. I think that the railroad workers of the 
Commonwealth countries will understand our position 
and will develop cooperation with us in all areas. | would 
not call this aid in the usual sense of the word, but a sign 
that transportation workers understand that under current 
conditions they can only survive by uniting their efforts. 


And as for the upcoming meeting, we promise you real 
Georgian hospitality. 








Comments by Kirghiz Railroad Chief 
944 0945D Moscow GUDOK tn Russian 15 Jun 94 p 2 


(Statement by V. Zvekov, chief of the Kirghiz Railroad: 
“The Spirit of Cooperation’’] 


{ Text] Our national railroad appeared only recently. This 
is a natural process for all the CIS states which have 
declared their 'ndependence. The total length of our 
roads is just 39U kilometers, which formerly belonged to 
different railroads. This made for technological and 
operating difficulties. 


In particular, we are unable at present to do all kinds of 
locomotive repair independently in the local area, so we 
were forced to conclude a contract for this type of repair 
with depots of other railroads. 
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We have just as many problems with the cars, although 
here we are trying to rely mainly on our own efforts, 
developing the repair facilities at our own depots and 
reorganizing them to service all types of cars. For example, 
we have a very high proportion of class cars—S90—which 
are operating on our routes. 


Solving the problem of dividing the fleet of refrigerator 
cars and deciding a number of other questions can be 
considered positive results of the Cou:.cil meeting. There 
is no doubt that we still have many differences of opinion, 
but it 1s important that we are constantly looking for 
solutions to the most difficult problems The meeting in 
Ashgabat showed once again that the spirit of cooperation 
and mutual aid can bear real fruit. 
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Uzbek Russian Trade Relations Touted 
944K 16054 Tashkent PRAVDA VOSTOKA 
in Russian 2 Jun 94 p 1 


{An UzA report: “Uzbekistan-Russia: On the Road of 
Friendship and Cooperation”’} 


[Text] On 30 May, the Uzbek Embassy in Moscow held a 
press conference in connection with the second anniver- 
sary of the signing of the Agreement on the Fundamentals 
of Inter-State Relations, Friendship, and Cooperation 
Between the Uzbek Republic and the Russian Federation. 


Available to answer journalists’ questions were B. Khami- 
dov, the Uzbek deputy prime minister; V. Dzanibekov, 
Uzbek Supreme Council deputy and head of the Russian 
Center for Astronauts Training; and Yu. Abdullayey, 
Jzbek ambassador extraordinary and plenipotentiary to 
the Russia” Federation. 


It was emphasized at the meeting that the document on the 
fundamentals of interstate relations, friendship, and coop- 
eration began new relations in the history of two coun- 
tries—the era of mutually profitable and equal ties. 
Uzbekistan, true to the chosen road of reforms, strived 
first and foremost to strengthen economic cooperation 
with Russia. Over the past two years, more than 50 joint 
documents in different areas were signed and began to get 
implemented. Presidents Islam Karimov and Boris Yeltsin 
took under personal contro! reciprocal exchange of prod- 
ucts and deliveries of goods in short supply. As a result, 
trade between Uzbekistan and Russia exceeded R1 trillion 
in 1993. By now, more than 400 joint enterprises, 
companies, and trading houses are operating. 


In the course of the recent official visit to Moscow of the 
head of our republic to Moscow, another set of agreements 
aimed at expanding mutually profitable cooperation 
between our countries was signed. 


After the meeting, a big concert with the participation of 
master performers of Uzbekistan was held in honor of 
the guests. 


Nazarbayev’s ‘Eurasian Union’ Concept Backed 
944F0911A Moscow NEZAVISIMAYA GAZETA 
in Russian 2 Jul 94 p 3 


[Article by Aleksey Voskresenskiy, deputy director of the 
‘Russia-China’ Center of the Far East Institute of the 
Russian Academy of Sciences: “A Unified Eurasian Eco- 
nomic Space Is a New Geostrategic Imperative: The Con- 
cept of President Nazarbayev As a Possible Variant of the 
Development of Events”] 


[Text] Today politicians and political scientists are bit- 
terly arguing about what the new world order and the 
future organization of mankind will be like. With all the 
abundance o! shades of opinions, the positions of the 
participants can be reduced to two basic ones. Some 
assert that the world will break up into compact urban- 
istic subregions, which will become the clots for the 
future centers of political and economic power, and, 
consequently, also the motive forces of the world 
economy. Others suggest that the world economy, the 
basis for the movement of which was the mutual com- 
plementarity of the individual states, is evolving into a 
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global system, for which the regional trading blocs will 
become the motive forces. It is precisely in the channel of 
the second, more influential conception that the 
Eurasian union of President Nazarbayev is conceived. 


Practice suggests that, although disintegration processes 
are taking place even today, it is nevertheless not they 
which determine on the whole the tiends in the develop- 
ment of the world. One of the most important indicators of 
world integration processes 1s the growth of international 
trade During the second half of the 20th century, the flow 
of goods crossing national borders increased without inter- 
ruption, as a consequence of which the world economy as 
a whole experienced a growth trend, regardless of whether 
at any given moment a particular country or even group of 
countries, united by common geostrategic goals, would 
experience a period of economic recession or boom. 


The so-called “new industrial countries,’ which have 
embraced the task of modernization of their economies, 
have tried to utilize the trends in the development of the 
world economy. They have started to search for their niche 
in the world economy (for example, the production of 
cheap electronics or textile production), which would 
make it possible within a very short time to accumulate the 
means necessary for modernization, and, on the other 
hand—to create a capacious sales market, utilizing the 
integration processes arising within the framework of the 
various trading unions. Thus, these countries succeeded in 
securing a level of growth of the gross national product per 
capita of approximately 5-6 percent per year on the 
average during the period of 1965-1990. A number of 
Asian countries (Japan, Singapore, South Korea, Hong 
Kong, Taiwan) and Latin American countries (Brazil, 
Peru, Chile) have proceeded along this road. The export of 
oil products and the utilization of oil rents, which made it 
possible to attract the means necessary for modernization 
into the country, became another niche in the world 
economy. This was the road taken by Mexico, Venezuela, 
and Nigeria. Oil rent today constitutes the basis of the 
development funds of many countries. The Soviet Union, 
too, tried to do something like this. However, in the USSR 
the petrodollars were not invested in the modernization of 
the economy, but, owing to the ideological confrontation, 
they went for the support of the militarized sectors of the 
economy or were simply spent, i. e., they were used to 
provide additional nourishment for the regime through the 
support of illusionary social stability. 


In the postwar period, practically all countries started to 
fight for the liberalization of world trade. In so doing, the 
industrial countries utilized their dominating position in 
this or that sector, extracting superprofits through the 
expansion of the sales market for science-intensive prod- 
ucts, in the production of which they had attained a 
monopoly position. The developing countries expanded 
the sales market for consumer goods through low produc- 
tion cost, which is determined, above all, by the low price 
of manpower. Both groups of countries, thus, occupied 
their niches in the world economy, and the funds earned 
were used for development. In the subsequent period the 
industrial countries tried to fence themselves off from the 
remaining ones through the introduction of trade barriers, 
since the flow of cheap goods from the developing coun- 
tries led to the elimination of jobs in some sectors of 








industry of the developed countries. The system of free 
trade also began to threaten some of the industrializing 
countries that have already passed through the beginning 
period of the accumulation of capital and are developing 
industria! sectors of their own, which they need for further 
modernization (Mexico, India, South Korea, and others). 
They tried to protect these sectors from competition 
through the introduction of different tariffs, etc. At the 
same time, the liberalization of international trade made it 
possible for the countries that have recently embarked on 
the path of modernization (China) to create initial capital 
and foreign currency reserves necessary for the conduct of 
further reforms of the economy. 


All these processes did lead gradually to the formation of 
large trading unions, similar to the European one. They 
were created on the basis of the understanding of the fact 
that any country that has already carried out moderniza- 
tion loses the advantages connected with this if it cannot 
create around itself economic space exceeding the dime:.- 
sions of its national territory. Today it is universally 
recognized that the expansion of economic space stimu- 
lates and accelerates growth, especially intensifying its 
innovational elements. In the expanded economic space, a 
tendency toward levelling growth, diminishing the differ- 
ences in the average per capita indicators of the individual 
regions, also manifested itself. This signifies that in the 
expanding economic space the poor countries will develop 
more quickly than the advanced ones. This tendency, in its 
turn, acts as a stimulus for the expansion of the integration 
space. The CIS countries, too, are intuitively trying to feel 
their way along this path. 


In so doing, the following curious patterns are manifested. 
As soon as a trading union is formed in a region, the other 
countries are compelled either to unite, or to form their 
own unions. The new trading unions are almost always 
grouped around the economically strongest power: 
NAFTA—around the United States, ASEAN—around 
Japan, the European Union—around Germany, etc. The 
participant states of these union have, as a rule, also 
common geopolitical goals. The geostrategic relations 
arising between the center of one bloc or another and any 
of the states of another bloc are still another pattern. 


At the same time it 1s unclear how things will be with such 
large states as Russia, China, and India, which for various 
reasons up to now have not enteredd the already 
mentioned trading unions. 


The proposal of President Nazarbayev is one of the 
possible variants in the development of the geostrategic 
situation in the region. If Russia again does not pay 
sufficient attention to this initiative, which was first 
expressed by Nazarbayev already in January of this year, 
it can lose a great deal. The accumulation of big capital 
in Russia up to now is basically occurring through the 
sale of minerals. Another path, proposed recently by an 
international group of scholars is the use of land rent. 
There are also other paths. It is clear that today the funds 
received are by no means always invested in the mod- 
ernization of production. However, the shoots of polit- 
ical and economic stabilization compel the hope that 
sooner or later this will happen, if professionals will be in 
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command in the economy. And then the question will 
arise: How to develop further? President Nazarbayev 
tried to answer it in his own way. 


Today the new Central Asian states decide where they 
must go. They can strengthen their own mini-union that 
has formed around Kazakhstan. But most likely, and this is 
the feeling of Nazarbayev, this mini-union will break up. 
You see, even the most stable of the newly-formed Central 
Asian states—Kazakhstan—after the proclamation of 
independence and the introduction of its own currency, Is 
experiencing considerable difficulties. The exchange rate 
of the tenge in 8 months has fallen by a factor of more than 
8, production during the past year has declined by 40 
percent, and the outflow of the Russian-speaking popula- 
tion continues. From the standpoint of global security, a 
military-political union with Russia 1s important for Kaza- 
khstan. However, it is no less important for Russia, which 
has its military installations amd army subdivisions in 
Kazakhstan. Such a mutually advantageous union is much 
more promising for Russian than betting on puppet 
regimes. Let us say, in Tajikistan Moscow ts paying with 
the blood of its border guards and billions of rubles froin 
the treasury for the privilege of having a submissive 
government. Moreover, the result of this policy is not quite 
evident. If the alliance of the newly-formed Central Asian 
states, the core of which is Kazakhstan, breaks up, then the 
state formations of which it 1s composed will turn towards 
the Islamic countries forming an union arourd Turkey, 
Iran, or Pakistan. Other states will fall into the orbit of the 
influence of China. If there is an intensification of the 
centrifugal te:idencies in China, there ts also the possibility 
of the formation of a Greater Turkestan in the “soft 
underbelly” of Russia. Regardless of how these processes 
develop, it is clear that they are fraught more with costs for 
Russia than with positive aspects, since they will take place 
against the background of a trend that is generally unfa- 
vorable for Russia. If Russia can survive the departure of 
the Baltic states from its orbit, the developing conflict with 
Ukraine can call forth colossal losses: Without a geostra- 
tegic union with Ukraine, Russia will remain for a long 
time a regional power, and Ukraine without Russia will be 
the backyard of Europe. The conflicts in the Transcaucasus 
also do not improve the general picture. 


Until recently, the idea of a union in the post-Soviet s),ace 
assumed the shape, above all, of some kind of military- 
political union under the slogan, “let us restore the 
USSR,” which will extremely disturb the world commu- 
nity. Very likely, first the idea of the union does not come 
from Russia and does not have a prevailing military- 
political accent. Russia is forcing its way into the “Euro- 
pean House’”’, to which no one ts eager to admit it, and it is 
also trying to adjust its relations with the countries of the 
Asia-Pacific Ocean Region, which perceive attempts to 
enter into new economic relations with them with a certain 
caution, and does not notice that it itself could become the 
core of a new trading bloc, which has, in addition to 
everything else, also important geostrategic significance. If 
such a Eurasian union will be formed, it will inevitably 
attract interest on the part of the European Union, the 
North Atlantic and Asian trading blocs. Having become 
the core of a Eurasian union, Russia, can in the 2!st 
century close Europe and Asia and restore its status, not as 
a military, but an economic world power. This union has 
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enormous prospects; this, the far-sighted politicians 
cannot understand. Precisely for this reason, not only 
Boris Yeltsin, but also the president of Estonia, Lennart 
Meri, the chairman of the Supreme Soviet of Belarus, 
Mecheslav Grib, the Georgian leader Eduard Shevard- 
nadze, and others in principle favor the idea of Eurasian 
integration. And Vice-Premier Sergey Shakhray, at a 
“roundtable” devoted to the idea of Eurasian integration, 
expressed even the idea of a confederation of the states of 
Eurasia as the final form of this union. 


However, as soon as the matter proceeds to the institution- 
alization of the idea, objections arise. The executive sec- 
retary of the CIS, Ivan Korotchenya, believes that half of 
the CIS participants have a negative attitude to the idea of 
a Eurasian confederation. The deputy director of the 
apparatus of the president of Kazakhstan, Marat Tuzhin, 
declares that the Eurasian union proposed by Nazarbayev 
is a transitional form of relations, while Shakhray insists 
on its final form—a confederation, which will scare away 
the states not belonging to the CIS that are interested in the 
formation of a marke.. There 1s no doubt that the idea of 
an agreement on economic policy meets with under- 
standing. At the same time, rigid mutual obligations in the 
form of military-politica!l union are unacceptable for some 
countries of the post-Soviet space, including for Uzbeki- 
stan, whose president has criticized Nazarbayev’s concept 
especially severely. Leonid Kravchuk will hardly go for 
negotiations connected with the loss of “independence”, 
his only political trump card today. With Russia things are 
much more complex. In Nazarbayev’s concept Russia 
undoubtedly is allotted the leading role. And it would seem 
that it would be advantageous to its leaders to take up this 
idea, but for certain circles the temptation 1s nevertheless 
great to sound out also the variants of a still more rigid 
union than Nazarbayev proposes. Another part of the 
Russian political elite believes that Russia needs to con- 
centrate, above all, on its domestic problems. At the same 
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time, close military-political relations of Russia with some 
States of the post-Soviet space could be put into shape on 
a bilateral level. Precisely this, evidently, is what Andrey 
Kozyrev had in mind when he spoke at the session of the 
Foreign Policy Council. Commenting on conceptions of all 
kinds of federations, confederations, and unions in the 
territory of the former USSR, he declared that if someone 
is ready for a confederation with Russia—we will say 
“yes,” if someone is ready for a union—we will say “yes.” 


In its present form, the idea of a Eurasian union is 
auspicious, above all, for Kazakhstan. The political 
indeterminateness of the CIS with rather precise eco- 
nomic relations with Russia suits other states. Today the 
majority of these states cannot go after a more rigid 
military-political union. Russia, Belarus, Kazakhstan, 
and, possibly the future Ukraine as well, can form a 
confederation that 1s more rigid than the CIS. This 
confederation cannot only stabilize the post-Soviet 
space, but also become the basis of a new regional 
trading bloc. Of interest to the participants in this bloc 
would be a system of unified export policy, the approx- 
imation of the legislative bases of economic activity, and 
other things. The new regional economic association 
would create for the participant countries a market larger 
than the dimensions of the national territory of the 
individual country, which would be a powerful stimulus 
for the development of the economies. At the same time, 
it would be possible to set going bilateral relations with 
states that are members of other unions. Thus, the CiS, 
which has one foot in the grave, can transform itself 
simultaneously into a smaller, but more rigid confeder- 
ation, united by common geostrategic goals, and into a 
regional trading bloc. Moreover, the new associations 
can serve the integration of the states in the post-Soviet 
space much better than the existing amorphous CIS. 


(We intend to return to this subject in the upcoming issues 
of NEZAVISIMAYA GAZETA). 
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Prokhorov on Small Business Support Program 
9441-09844 Moscow EKONOMIKA 1 ZHIZN in Russian 
No 25, Jun 94 pl 


[Interview with V. Prokhorov, chief of Department of 
Organization of Property Management and Entrepre- 
neurship of the Russian Government, by V. Sklyarov; 
place and date not given: “Small Business: Intentions 
and Possibilities” 


{ Text] There are around 700,000 subjects operating in the 
sphere of small-scale entrepreneurship, while the share of 
those working in small enterprises accounted for 11.5 
percent of the total work force engaged in the national 
economy on | January 1994. The specific share of enter- 
prises operating in the sphere of trade and intermediary 
services is growing and already comprises 58 percent of all 
the small enterprises. The number of small enterprises 
operating in industry and construction, correspondingly 
comes to only 10 and 12 percent. According to the Min- 
istry of Economics, in order to attain substantive changes 
in the structure of the economy and create a real compet- 
itive environment in Russia, there must be not less than 
2.5 to 3.5 million subjects of small-scale entrepreneurship. 
The Federal Program of State Promotion of Small-Scale 
Entrepreneurship was recently adcpted. The principal goal 
of the state policy for support of small-scale entrepreneur- 
ship at the federal level 1s the creation of favorable 
economic, legal, and organizational conditions for the 
formation of a developed infrastructure. Great signifi- 
cance 18 attached to the support of small businusses by 
regional organs of power, which possess the resources 
necessary for that—land, buildings, and structures. 


The total amount of financial resources necessary for the 
elaboration and realization of the Federal Program and 
pilot projects for the development of the infrastructure of 
small-scale entrepreneurship as well as development of 
competition within the corresponding regional programs 
and entrepreneurial projects comes to over R210 billion in 
1994. According to Ministry of Economics projections, 
with the aid of these funds, not less than 3 million persons 
will be employed in 1994 at the small enterprises in regions 
of the country with a surplus of labor resources. 


Recently, there was also a highly representative seminar- 
conference with participation of administrators from cen- 
tral economic ministries and agencies and most of the 
Russian regions with an all-round discussion of questions 
connected with realization of the Federal Program and 
promotion of small business at home through joint efforts. 


Putting it mildly, it got tired of waiting for effective 
support by the government. How serious and realistic are 
the current intentions pertaining to small-scale entrepre- 
neurship? That is the topic of a conversation between 
our correspondent and V. Prokhorov, chief of the 
Administration of Property and Entrepreneurship of the 
Russian Russia. 


[Sklyarov] Vyacheslav Aleksandrovich, the Federal Pro- 
gram of State Promotion of Small-Scale Entrepreneurship 
is a sufficiently lengthy document, ful! of information, and 
thoroughly worked out. But, it 1s specifically the abun- 
dance of plans, tasks, and measures that are so confusing. 
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For instance, the section of the program on creation of a 
legislative basis for small-scale entrepreneurship presup- 
poses the development and introduction of so many laws. 
decrees, edicts, and enforceable enactments that, taking 
into account the rate at which legislation was passed in 
previous years, some serious doubts occur whether all this 
work can be accomplished in the foreseeable future 


[Prokhorov] I will voice my personal viewpoint in that 
regard. In my opinion, the program 1s somewhat over- 
saturated with functions delegated to the government. I. 
for instance, have never been a supporter of having 
various projects in the regions financed out of the federal 
budget, as it 1s envisaged by the program. | consider that 
task number one for the government today is not the 
issuance of credit resources, but elaboration and adop- 
tion of a stable legal base for the work of entrepreneurs. 
Provision, for example. 01 a clear-cut status for small- 
scale entrepreneurship, creation of guarantees for it, 
while ensuring stability of the tax base. The draft law of 
the Russian Federation on state support of small enter- 
prises was approved by the Russian government, and. in 
the immediate future, it will be submitted to the State 
Duma. In particular, it proposes adoption of an order 
under which during its first five years the enterprise pays 
no more taxes than it paid at the moment of its forma- 
tion. That 1s, it 1s possible to improve its tax climate but 
not to make 1 worse. 


Something else that ts also very impoitant 1s simplification 
of the systern of registration of entrenrencurial activity. 
Today. it 1s very complicated and many regions have 
brought it to the point of absurdity. The indicated draft 
law proposes establishment of a notificatory form of 
registration 


The next very serious question ts connected with licensing 
the activity of entrepreneurs. Unfortunately. in our case, 
the various regions revert too much to the stick and strive 
to regulate everything through licensing. At present, a 
government decree on that issue 1s in the stage of comple- 
tion, which should improve the licensing mechanism 


[Sklyarov] If, however, one takes a look at the roots of such 
an attitude toward entrepreneurship? 


[Prokhorov] There are certain premises for that position 
held by regional authorities, since the quality of goods and 
services of small enterprises, frankly speaking. often leaves 
something to be desired. At the same time, however, it 15 
necessary not to confuse certification of product quality 
with its licensing. While the second point ts that I believe 
that the mentality of our officials in many regions. unfor- 
tunately, has not changed since each one wants to control 
something. to distribute, and issue directions. In my 
opinion, what 1s most important 1oday 1s achieving a 
change in the mentality of regional administrator: 


In many countries, for instance, prefeciures and munici- 
palities are struggling in order to open a new smal! enter- 
prise on their territory. They are not even interested in ‘he 
saturation of the market with production—there 1s plenty 
of everything anyway and they court small business 
because it ensures a stable tax base and employment for 
the population. We also must alter the attitude of the 
official toward small-scale entrepreneurship so that, at 
least, he does not interfere with 1ts operation 
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Another highly important factor that determines the devel- 
opment of entrepreneurs ip in the regions ts the problem 
of production buildings, Leasing costs today are extremely 
high, and itis a major hurdle for a small businessman to 
obtain space. Therefore, | believe that regulation is neces- 
sary here. Since the buildings are municipal property, only 
the municipal authorities will be able to carry out regula- 
tion through their local legislation, [tis necessary to create 
certain reserve funds, In particular, it is necessary to 
approach those enterprises that are nearing bankruptey 
and finding a possibility of using part of their equipment 
and buildings for the needs of small-scale entrepreneur: 
ship. That is in the interest of the regions themselves. In 


addition to that, it 1s important to accelerate the sale of 


buildings, and structures—in other words create a normal 
real estate market so that each entrepreneur would have 
the opportunity of acquiring it as his property instead of 
having to go before government officials 


Then, | believe that to give the entrepreneur money 
directly for purchase of certain equipment 1s risky as he 
could purchase something wrong due to ignorance and a 
reliable intermediary is necessary, and so on. If, for 
instance, the government allocates certain funds for the 
region, the region can purchase equipment needed by 
small businessmen and also create a system for servicing 
such equipment. [his ts a concrete resolution of a specific 
question concerning development of small-scale entrepre- 
neurship. But its resolution 1s directly linked to the devel- 
opment of a law on leasing 


Therefore, | think that. if a stable norm-legal base 1s 
created, 1t will be much easier for entrepreneurs, First of 
all, it is necessary to provide them with stable conditions 
for management and, secondly, protect them from arbr- 
trary actions by government officials, that 1s. from a 
government racket, particularly at the municipal level. 


{Sklyarov] Stull, 

against arbitrary action of agencies and the bureaucracy? 
Sometimes it even appears, for instance, that tax inspec- 
torates are deliberately concealing information on regular 
changes and the order of submitting reports and paying 
taxes so that the enterprises would constantly be in viola- 
tion, having to pay fines, and humble themselves before 
the inspectors. 


how are the entrepreneurs to be protected 


[Prokhorov] On one hand, as I already stated, the men- 
tality of the administrators must change throughout the 
entire government chain of management. That process, 
however, is of course highly complicated. For example, | 
started a conversation once with a government official 
about preparation and publication of a booklet tn which 
the tax service would clearly explain how the small bust- 
nessman is to correctly pay taxes, because, as a rule, he 
cannot afford either a bookkeeper, an economist, nor a 
lawyer. That is, we must teach entrepreneurs how to 
correctly pay taxes. This government official tells me: 
“Teach them how to avoid taxes?” It seems that he has a 
completely reversed notion of that issue. This applies to 
many other officials in the regions 


What can and should be done tn this situation? | believe 
that, on the basis of the existing data systems, it 1s 
necessary to create a system for informing the entrepre- 
The Federal Program of State Promotion of 


neufs. 
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Smell-Scale Entrepreneurship includes a section on the 
creation of an information network through which the 
entire norm-legal base both at the federal and the local 
level will be made available to small businessmen. | also 
believe that for them this should be free of charge. Tt 
entrepreneurs are trained and can work with the legisla 
tion, it will both protect them against arbitrary actions 
by officials and business will be able to develop nos 
mally. That is why it is very important that the Federal! 
Program propose the creation of such a system 


[Sklyarov] Now about the financing of the Federal Pro 
gram. How realistic 1s it to assume that the necessary funds 
of R210 billion will be appropriated from the budget? 


[Prokhorov] In principle, the funds that were set aside b 

the government and submitted for adoption by the State 
Duma, is a sum allocated for realization of specifically 
federal measures for state support of small-scale entrepre 
neurship and amounts to almost R18 S$ billion. | am 
hoping that we will receive that amount. Up to now, 
however, the Ministry of Finance has disbursed nothing 
Money for participation of the fund in supporting entre 

preneurship in regional programs and. projects, which 
amounts to at least R192 billion, is still in question. The 
fund, however. recetves money through other Channels as 
well. In part, that 1s 5 percent of funds from privatization 
According to available information, the fund rece:ved 
something tn the order of R6 billion from that source. The 
question of having part of that money, about 30 percent 
remain in the reg.ons, was raised during the seminar 

conference on issues pertaining to smal! businesses. The 
Supervisory Council of the fund, in principle. also 
supports that and will prepare an appropriate decisior 


Funds from profits of enterprises channeled into the 
support fund are tax exempt. Unfortunately, the Supers) 
sory Council does not see adequate work being done to 
attract such funds. At the conference with the regions. a 
decision was adopted to the effect that, 1f the Supervisory 
Council agrees to leave up to 80 percent of these funds at 
the local level, the regions will develop their own efforts to 
attract them and will find good incentives for enterprises 
I think that this will be documented tn the near future 


Therefore, in general, we will manage to ensure realization 
of the Federal Program. 


[Sklyarov] A final question. I do not know if you are an 
optimist, but I would like to hear you say when the 
government will create normal conditions for the develop 
ment of small-scale entrepreneurship. In how many years 
will that happen” 


[Prokhorov] By nature 1 am really an optimist. f belies 

that at present the government ts fully interested in small 
business. I see a positive attitude toward its dev dasha 

both in the State Duma and in the government. It 1s 
possible to say unequivocally that the status of small 

scale entrepreneurship has grown considerably in gov- 
ernment policy. It is not by accident that work on this 
issue was delegated to Oleg Nikolayeyich Soskovets, th 

first vice prime minister. All this, | think, will prompt a 
significant acceleration in the development of small 
business in Russia. 
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Economist Shmelev on Yeltsin's Economic Reform 
Kdicts 

YAAEOYSSA Moscow MOSKOVSKAY A PRAVDA 

in Russian 16 Jun 94 p 14 


[Interview with Nikolay Shmeleyv, economist and chief 
researcher at the Institute of Europe of the Russian 
Academy of Sciences, by unidentified correspondent; 
place and date not given: “Nikolay Shmelev: Government 
Enterprises—the ‘Straw’ Is Being Laid Down in Hope of 
Sustaining Fewer Bruises”’] 


[Text] 


[MOSKOVSKAY A PRAVDA] What ts your assessment of 
the package of “economic” edicts that was signed by the 
president? 


[Shmelev] The very fact of the appearance of the edicts 
indicates efforts by the leadership of the country to move 
ahead. Take, tor example, tax policy. Perhaps | am over- 
simplifying, but I have worked for a long time on the 
question: Why can our leadership not understand that the 
lower the tax, the more ts collected for the treasury. It has 
been our age-old tradition to live by “cunning” rather than 
hard work. Just recall how the first Congress of People’s 
Deputies made a fuss about the progressive tax on personal 
earnings, and it turned out that even if you earned just a 
little more than a nurse—there was no sense in working at 
all, and it was necessary to start stealing... Gaydar cracked 
down with incredible taxes that had at least one moral 
justification: | understand, he said. that this 1s bad, but it 
is necessary to straighten out the budget somehow, to plug 
the holes; it will become a little easier by and by—we will 
arrive at a normal tax system. However, everyone in our 
country has known for a long time: There are no more 
permanent difficulties than temporary ones. 


And it would seem that these edicts reflect the same 
philosophy that was followed with such success by U.S. 
President Reagan: He set taxes a little higher than 30 
percent, completely exempted investments from them, and 
in the end collected more in the treasury than before. If we 
really begin to he guided by the same principles: We will 
lower the notorious VAT, finally free investment, give 
privileges to new investors, including foreign investors, 
lower the rate of taxes on profits, etc.—an encouraging 
situation will cmerge. 


In the final analysis, political interest 1s visible behind all 
this. Look at what kind of tax pressure there 1s in Russia on 
industrial enterprises, and especially on private business! 
The tax system pushes private initiative onto the street, 
“onto the corner,” into stalls, and at best into commercial 
banks, and we are lucky if it does not end up in the mafia 
system. There are not many who want to engage in 
productive business, inasmuc'i as the work 1s deliberately 
unprofitable. And 1f we are finally beginning to overcome 
this tendency, the probability will arise that the Russian 
economy will become more efficient. 


[MOSKOVSKAYA PRAVDA] But what do you think of 
the dea of creating a new category of production units 
with a state form of property—so-called “government 
enterprises?” 
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[Shmelev] In principle this is a good attempt to begin 
discarding nonviable production by means of direct 
administrative pressure on them. We are still not resolute 
enough in this country to initiate so to say natural market 
bankruptcy, although it ts clear that in the final analysis we 
will not escape this. But this indecisiveness is understand. 
able. Behind it 1s the fear of facing—after the confiscation 
of savings and the drop in the standard of living—another 
social calamity: unemployment. “Government. enter- 
prises’ are that “straw” that we are laying down in hopes 
of sustaining fewer bruises 


[MOSKOVSKAYA PRAVDA] And the edict about abol- 
ishing export licenses and quotas? 


[Shmelev] Until now Russia remained almost the only 
country in the world that conducts the absurd policy of 
suppressing its own export. 


There were objective reasons for this, the main one being 
the lagging of domestic prices behind world prices. Now 
prices are equalizing, and the opportunities for speculative 
enrichment at the expense of exports are being reduced to 
zero. Another reason ts the massive export of capital 
abroad. Nevertheless, the restrictions 07) exports of very 
ordinary commodities—not strategic articles, not MiG 
aircraft, and not nuclear technology—are totally absurd. 
And the very fact of getting rid of them is an unquestion- 
able blessing. 


*** 


Nikolay Petrovich Shmelev, 57 years old, is an economist, 
publicist, and writer. He graduated from the economic 
faculty of Moscow State University, after which he worked 
in various “academic” institutes, and also—-from 1968 to 
1970—on the staff of the CPSU Central Committee. He is 
now chief researcher at the Institute of Europe of the 
Russian Academy of Sciences. 


Economist Martynov on Yelisin Economic Reform 
Edicts 

944E-09914 Moscow MOSKOVSKAYA PRAVDA 

in Russian 16 Jun 94 p 14 


[Interview with V. Martynov, by MOSKOVSKAYA 
PRAVDA: place and date not given: “Viadilen Martynov: 
The State and the Market Are Exact Opposites. The 
Activity of One Inevitably Limits the Freedom of the 
Other’ ] 


[Text] [MOSKOVSKAYA PRAVDA] How do you view 
the recently adopted package of presidential edicts on 
economic reform? 


[Martynov] Russia 1s entering a new stage of economic 
development, and it is quite natural that we are starting to 
use market mechanisms—those creative market torces that 
were always talked about by the economists. Unfortu- 
nately. up to now, because of the difficult legacy received 
by our country, we have had to devote our efforts not so 
much to creation as to destruction of what 1s ineffective 


At present, the task consists of utilizing the potential for 
economic growth available to us. Difficulties along that 
path are tremendous. The error made by Yegor Gaydar, 
even though in many regards he proceeded tn accordance 
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with my view, consists of the undervaluation of the regu- 
lating possibilities of the state. As a resull, certain sponta- 
neous forces, peculiar to the period of early capitalism, 
have started working in Russia and all development 
acquired a chaotic character, In this transitional period, 
whether we want tl or not, there 1s a sharp increase in the 
role of state power. After all, our reforms up to now have 
been carried out almost exclusively trom above. 


IMOSKOVSKAYA PRAVDA] But your theses are vulner- 
able to ertticism. Gaydar himself recently declared that the 
principal obstacle on the way to a market economy in 
Russia ts the excessively developed and also a corrupt state 
apparatus. In the opinion of many, it 1s specifically the 
government that blocks the development of a civilized 
market, throttling it with back-breaking taxes, pushing 
entrepreneurial activity into doorways and street stalls. As 
far as reform from above is concerned, 1s it ever anything 
else? It is usually revolutions that are carried out from 
below and not reforms. 


[Martynov] Well, [I totally agree with Gaydar and hts 
colleagues when they say that we inherited a fearsome 


bureaucratic apparatus—one of the obstacles on the way of 


reforms. This, however, certainly does not mean that the 
economy can be changed without the help of the govern- 
ment. The task of the government, formerly, when it was 
headed by Gaydar, as well as today, 1s to engage in the 
reconstruction of the state apparatus. You mentioned 
taxes. It is self-evident that the way out of the current 
dead-end 1s possible only with a reform of the tax system 
Let us look at that notorrlous NDS—the value-added tax, 
for instance, which was introduced by Gaydar, although 
perhaps he 1s not really guilty of that 


[IMOSKOVSKAYA PRAVDA] Why isn’t he guilty? Who 
is guilty? 


{Martynov] Of course, he does bear his share of guilt here 
It 1s, however, shared with him by others, tncluding 
ourselves, the scientists-economists. After all, we proposed 
the NDS at the verv dawn of perestroyka, and that ques- 
tion was discussed many times at a high level. But, the 
attempt to implement such a complex tax principle under 
our chaotic conditions without any preparation led to a 
situation where in essence today we have not what it was 
conceived as but a primitive sales tax preventing develop- 
ment of the market. 


Therefore, returning to the question about the package of 


presidential edicts, it is worth noting that it, that package, 
is aimed in part at reorganization of the tax system. The 
edict eliminating export restrictions, which served only to 
enrich crooked government officials, also promotes freeing 
of entrepreneurial initiative. Another matter, and this 1s 
noted by many specialists, is that the adopted documents 
unfortunately include legally unverified formularizing. 


But, the very fact of the appearance of the presidential 
package constitutes a great step in the proper direction. 
Since, in addition to everything else, it also prompts the 
State Duma toward the normal in creation of reform 
legislation. 


Otherwise, without an appropriate legislative base, it 1s 
impossible to do anything to encourage small and medium 
business in production, and, without that, market reforms 
are altogether inconceivable. 
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[MOSKOVSKAYA PRAVDA] Sull doesn’t your idea con 
cerning a rise in the role of the state during the transitional 
period sound somewhat ambiguous? Something similar to 
an aggravation of the class struggle under conditions ot 
socialist construction, 


[Martynov] This 1s what constitutes a paradox that was 
once encountered by Alexander Il who was forced to rely 
in his reforms on the old bureaucratic apparatus, on the 
landowners, who were not in the least interested in any 
kind of reformation. Our reformers of today are facing 
similar troubles. 


An increase tn the role of the state, | agree. is also a 
paradox, The state and the market are exact opposites ina 
certain sense. The activity of one tnevitably limits the 
freedom of the other. But think about this; Were it not for 
Keynes and his ideas about state intervention in the 
capitalist element, should the Great Depresston of 1929- 
1933 repeat itself once more, could it not happen that 
capitalism itself would collapse in full accordance with 
predictions of Marx, Engels, and Lenin? 


Fortunately, a model of a state was created expressing the 
interests not of a group of capitalists, but of the entire 
people. And economic regulation was conducted in the 
interests of all. But, for that, the state with its apparatus 
must become different. Unfortunately, our current elite 
frequently joins with commercial structures and becomes 
subject to bribes. That spawns numerous problems against 
which it ts necessary to struggle. 


Martynov, Viadilen Arkadyevich, born in 1929, is the 
director of the RAN [Russian Academy of Sciences] 
Institute of World Economics and International Rela 
tions. He graduated from the Department of Economics of 
Leningrad University, then going on te work at the 
institute that he later headed, starting in 1988. He is an 
academician at RAN. 


Social Sciences Academy Critiques Glazyev's 
Economic Program 

9441-09994 Moscow RABOCHAYA TRIBUNA in Russian 
28 Jun 94 pl 


[Article by G. Lyulkin: “Seven Deadly Sins of S. Glazyev's 
Program’ 


[Text] A collective of authors headed by Sergey Glazyey, 
chairman of the State Duma Committee on kconomic 
Policy, submitted a program for economic development of 
the country. The new concept was discussed at a session of 
the Academy of Secial Sciences. 


Before offering methods of treatment, the authors of the 
program analyzed the state of affairs in Russia. The decline 
in industrial production came to more than 50 percent 
and in its science-intensive branches 1t exceeded 70 petr- 
cent. Labor productivity was down 20 percent. Hidden 
unemployment affects up to 20 percent of those listed a: 
employed, and 27 percent of the population lives below the 
poverty level, which poses the serious threat of social 
tension. Some $10 billion are exported with an insignifi- 
cant share of imports and $20-30 billion have been with- 
drawn from the economic turnover. According to official 
estimates, the shadow economy accounted for 40 percent 
of the commodity turnover. 
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If the incoherent economic policy is continued, it will 
inevitably lead to the collapse of the country, is the sad 
conclusion made by the authors of the program. 


Government regulation and self-organization of produc- 
tion by the market constitutes the principal goal of the new 
concept. “It eliminates the dashing from one extreme 
(vulgar liberalism) to the other (state planning),’’ Glazyev 
commented. “We tried to avoid being carried away with 
projects, and therefore the program is aimed at resolution 
of concrete problems: deindustrialization and degradation 
of production, criminalization of financial and economic 
activity, etc.” 


In the last two years an emphasis was made on the fuel and 
energy complex. It was hoped that the TEK [fuel and 
energy complex] would become the locomotive that pulls 
the entire economy out of the quagmire. Today, however, 
it has become clear that “this locomotive has taken the 
country into a dead end. The TEK is not an engine, but a 
pump that 1s bleeding the country white.” 


It is necessary to count on the military-industrial complex 
and the sector of science-intensive technologies, according 
to the elaborators. 


In discussing the new economic policy, scientist- 
economists and sociologists accused authors of the pro- 
gram of seven deadly sins. 


Ambiguity. It is unclear just what goal they are pursuing— 
resolution of the crisis or an improvement in the welfare of 
the people. This determines the selection of further 
strategy and tactics. 


Myopia. The program ts saturated with concrete points for 
resolution of concrete tasks. It 1s written in the ministerial 
style, like an instruction. The solo part, the ideology, is 
totally lacking. 


Contradictoriness. In the opinion of the authors, develop- 
ment of financial and commercial services, as well as the 
public service sphere, have led to deindustrialization of the 
country. 


Hopelessness. “As long as the inspirers and executors of 
market reforms are in power, we will not be able to 
scramble out of the pit. At the same time, the presented 
program is based on the same market relations. Nothing 
will come of this.” 


Unscrupulousness. “On the one hand, the document con- 
tains speculative political fireworks, which make it pos- 
sible to engage the politicians and voters and, on the other 
hand, it attempts to flatter and support the authorities.” 


Program defectiveness. There is no section on property— 
‘something that is the subject of so much discussion.” 


What is most important is that the authors are “extremely 
far removed from the people. It is impossible to resolve 
economic problems without taking into account the fact 
that Russia is a Eurasian country.” 


In his speech Sergey Glazyev expressed the hope that “the 
program may perhaps be adopted by the government.” 
After so many sins? 
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Deputy General Procurator Discusses Crime, 
Punishment 

94410999B Moscow ROSSIYSKIYE VESTI in Russian 
28 Jun 94 pp 1, 6 


[Interview with Oleg Gaydanov, Russian Federation 
deputy general procurator, by S. Karkhanin; place and date 
not given: “If the Criminal Remains Unpunished, 
Everyone Else Feel Helpless’’} 


[Text] The inquest that is conducted in each criminal case 
is called upon to realize the principle of inevitability of 
punishment. Oleg Gaydanov, Russian Federation deputy 
general procurator, in the Office of the General Procu- 
rator, deals specifically with questions pertaining to 
inquests. A RABOCHAYA TRIBUNA correspondent 
had a conversation with him. 


[Karkhanin] Oleg Ivanovich, sometimes it appears that the 
law enforcement organs are almost totally paralyzed and 
have given up. Each day the newspapers contain accounts 
of armed skirmishes, explosions, robberies. But almost 
nothing is heard about the arrests of those guilty and the 
sentencing of criminals. 


[Gaydanov] I am assuming that the press, writing about 
the crimes, could also report how they end for those 
violating the law. Otherwise, the difference in volume of 
information leads to a feeling of fear, and the situation is 
distorted in the consciousness of the people. Even 
though, of course, it is a complicated one. Here is a 
specific example. During the period from | June to 16 
June there were 132 murders committed in Moscow and 
the Moscow environs. Practically every one of them was 
covered in the press. Some 76 of these murders have 
already been solved, but there were only four reports on 
the crimes that were solved. 


Even though there was something to write about. In the 
last few days I, as deputy general procurator, confirmed the 
convictions in more than 20 criminal cases—highly com- 
plicated ones, which were investigated for a long time and 
with difficulties. More than 20 people were involved in 
one of them, and 15 in another. For the most part, we are 
talking about criminal groups, gangs. One of them is the 
sadly famous Yekaterinburg gang, the other is the Moscow 
gang, which consisted of perverts who murdered children. 
The investigators have the right to show their work. In the 
currently complicated situation they did not become con- 
fused, did not scatter, but are attempting to do their job in 
a professional manner, in order to realize the principle of 
the inevitability of punishment. If everyone could see the 
chain of crime—criminal—sentence, there could be no 
better preventative measure. 


In recent years a lot of dirt has been dumped on the official 
investigators. What were they not accused of? Not 
everyone was able to withstand such powerful psycholog- 
ical pressure. In Moscow, 85 percent of the Procurator’s 
Office investigators have been on that job for less than 
three years. Every third one has been working only two 
years or less. Still, every sixth investigative position in the 
Moscow Office of the Procurator is vacant. We even had to 
hire students who were yet to graduate from a higher 
educational establishment. Still, every sixth investigative 
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position in the Moscow Office of the Procurator remains 
vacant. That is why the investigators have a case load of 10 
to 15 cases simultaneously 


[Karkhanin] That, of course, is an impressive load. But 
you said that despite that, work 1s proceeding. 


{Gaydanov] That is the way it is. I can cite several 
examples from recent practice—who it was possible to 
detain and convict. A gang was targeted in Vliadivos- 
tok—14 people were arrested and 22 are being held 
criminally liable. They are charged with 18 premeditated 
murders. That gang of bandits had their own intelligence 
service, counterintelligence, and employed physical 
coercion, security and protection services. They had 
their own n.otor vehicles, eavesdropping equipment, a 
lie detector, as well as video and photographic equip- 
ment, and, of course, weapons. Our young specialists 
have to deal with cases like this. 


The Vladivostok gang included former personnel from 
organs of internal affairs, military counterintelligence, and 
the Procurator’s Office, as well as retired airborne soldiers 
with service in Afghanistan. They had their own joint 
ventures and limited partnerships. This 1s the level of 
present-day organized crime. A gang whose members com- 
mitted 18 murders was exposed in Nakhodka. A gang of six 
members, which was responsible for 15 premeditated 
murders, with a zone of activity extending from Vladimir 
to Lipetsk, was rounded up in Krasnodar Kray. We 
arrested 16 individuals in connection with the widely 
publicized case involving the murder of Ayzderdzis, a 
State Duma deputy, and it was possible to track some of 
their other crimes as well. 


{[Karkhanin] Much was said about the possible political 
background of that murder. What did the investigation 
reveal? 


{[Gaydanov] I do not have a right to speak about the 
details, because of the ongoing investigation. I will say, 
however, that we have made a practical discovery. The 
crime does not have political motives. It 1s, let us say, 
totally based on mutual economic relations. 


|Karkhanin] The crime wave, as you correctly noted, gives 
rise to fear, and that, in turn, leads to rumors and myths. 
There was talk that somewhere, practically in the environs 
of Moscow, the mafia created an underground center for 
the purpose of working out psychological profiles of those 
people who are struggling against the criminal world in a 
particularly active manner, and the task of the center 
allegedly consists of finding approaches to them and neu- 
tralizing them. The center is purportedly staffed by former 
members of law enforcement organizations whom the 
mafia hired for vast amounts of money. 


[Gaydanov] There are certain grounds for such talk. 
Almost every large criminal group rounded up by us has 
former members of law enforcement organizations. Two to 
three years ago the investigative arm of the Ministry of 
Internal Affairs and the Procurator’s Office were in effect 
paralyzed, and we are yet to fully recover from that crisis. 
Where are those colleagues of ours now? Where they are 
paid big money. Excellent professionals who devoted their 
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efforts to the struggle against crime are now working for 
commercial structures, including those that are engaged in 
searching for loopholes in current legislation. 


Crooked businessmen, as | have already mentioned, have 
their own security services, legal administrations, and 
consultants. lam assuming that unless the question on the 
State of investigations in the country 1s not specially 
examined at the presidential, governmental level, we could 
come to the point where there will be no one to investigate 
criminal cases. 


Speaking recently before the interagency commission of 
the Security Council on the struggle against crime, | 
described the crisis in which the investigative service 
finds itself at the present time. Constant talk about 
mergers, cutbacks, and elimination undermined trust in 
the investigative apparatus so much and generated so 
much uncertainty among the investigators themselves 
about the future that many of them want to leave the 
work. That 1s why we are requesting the government to 
urgently study our question. 


[Karkhanin] In this situation, the Procurator’s Office must 
apparently also assume a new role. 


[Gaydanov] I must say that in the past two to three years, 
the Procurator’s Office. unfortunately, has occupied a 
rather strange position in the struggle against crime, which 
was convenient for those who did not wish to assume 
responsibility. That approach consists of being limited to 
surveillance, that 1s, simple observation. But today to be 
just an observer and distribute documents with data 
obtained by the Ministry of Internal Affairs 1s not a civil 
position or a state approach. From the history of our 
country, | have in mind the sixties and seventies, we know 
that it was possible to fight the crime wave only with an 
offensive posture assumed by the Procurator’s Office in 
coordination with organs of internal affairs and justice. 


At the present time, we, the leaders of the General Procu- 
rator’s Office, having consulted with colleagues from var- 
ious regions, have decided to review the position of the 
Procurator’s Office regarding organization of the struggle 
against crime. There was a discussion on that topic at a 
session of the collegium of the General Procurator’s Office 
on 23 June. We must become an organ taking an active 
part in the struggle against crime, coordinating the activity 
of law enforcement structures and be capable of assuming 
responsibility for law and order in the country, in every 
city and rayon. We shall be able to fulfill the tasks 
established in the federal program for the struggle against 
crime, a program that the president recently adopted, only 
in that manner. 


[Karkhanin] Several days have passed since the presiden- 
tial edict on additional anticrime measures was signed, 
while polemics on it continue. Many are concerned 
whether a situation will develop where rigid measures will 
be used against ordinary law-abiding citizens, while mafia 
bosses will come out unscathed. 


[Gaydanov] The presidential edict of 14 June, I must say, 
has been received without unanimous approval by the 
Procurator’s Office. Certain measures stipulated in the 
edict actually contradict existing legislation. But it 1s 
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necessary to understand that the problem pertaining to the 
Struggle against crime presently concerns Russians more 
than anything else. 


There 1s no doubt that it 1s particularly important that the 
indicated measures do not to lead to tyranny. That 1s why, 
in preparing a concrete program for their realization, we 
created a certain “technology”: We compiled a list o} 
responsible individua's who will be endowed with the right 
to apply sanctions stipulated by the edict. They will not be 
the precinct militiaman or sergeant, but highly profes- 
sional people within the Ministry of Internal Affairs and 
the FSK [Federal Counterintelligence Service], who bear 
personal responsibility for their decisions, plus the procu- 
rator. In addition to that, there must be objective informa- 
tion that a suspect really belongs to an organized crime 
group. Therefore, strict regulation, control, and supervi- 
sion have been assured and entrusted personally to the 
heads of organs of internal affairs and the procurators. 


Testifying before the government when the draft law on 
the struggle against organized crime was being discussed, 
| stated that society has been waiting for thet law for 
some ten years. A number of positions e aborated 
through practice back then are only just now being 
legislatively realized. By the way, the draft law on the 
Struggle against crime, worked out in the State Duma, 
contains many of those measures that are envisioned 1n 
the presidential edict. Then what 1s there to argue about? 
And is it possible to fight gangs such as the Vladivostok 
one successfully without the appropriate equipment and 
a complex of measures? 


Yes, for the gang bosses and corrupt officials the edict is a 
matter of great concern. Honest people. however, have 
nothing to fear. 


{[Karkhanin] The violated principle of inevitability of 
punishment leads to new flare-ups of international con- 
flicts. The criminals have abandoned responsibility, 
whereas the victims often attempt to inflict revenge on 
them. The work done by the unified investigative group 1n 
the emergency zone in Northern Caucasus thus far has 
yielded somewhat disturbing results: There 1s no word on 
the legal conviction of those whose hands are bloody. 


[Gaydanov] Yes. It was revealed that the work of the 
investigative group was poorly organized. Now it was 
decided to act differently: We are creating a special- 
purpose Procurator’s Office in the emergency zone. We are 
initiating such a measure for the first time in our country. 
The procurators will make certain that those responsible 
for the conflict do not escape responsibility. 


Presently we are reviewing all of the 300 volumes of this 
criminal case and will isolate individual episodes 
involving specific criminals and focus on those who aided 
and abetted the conflict and the mass murders. The 
criminals will apparently be tried in the neighboring 
oblasts in order to maintain objectivity. By the way, both 
the accused and the victims agree with that. 


{[Karkhanin] A final question, Oleg Ivanovich. Let us shed 
some light on a question that is being increasingly talked 
and written about at the present time. According to 
rumors, the punishment of certain criminal bosses and 
criminal businessmen ts carried out by people who state 
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that they kill on orders from the government, which ts 
incapable of dealing with crime by legal means and is 
therefore reverting to illegal ones. 


{Gaydanov] That ts totally untrue. Yes. There are contract 
killings and the corresponding criminal cases. A case 
involving the murder of a well-known business executive 
recently ended in the Moscow area, and t..c criminals will 
be facing a court. But as far as I know, there is not a single 
case where a government organization has ordered a 
murder. Therefore, criminals who refer to state orders are 
simply lying to avoid responsibility, depicting themselves 
as fighters for justice. I must say that the presidential edict 
and the new law on operational and inquisitorial activity 
provide us with additional levers in order to find both 
those committing murders and those organizing them. 
There are eight more draft laws, and we are hoping that 
they will be adopted in the immediate future. They include 
laws pertaining to the struggle against organized crime, the 
Struggle against corruption, and the law on protection of 
participants in legal procedures in criminal cases, which 
will make it possible to ensure the safety of witnesses and 
victims. This normative base, I hope, will permit us to 
influence the crime situation in the country as a whole. | 
will repeat once more that the government must help with 
investigation and those people engaged in the most diffi- 
cult work in the criminal justice system. Then there is hope 
that we will be able to control crime. 


Central Bank Position on CIS National 
Currencies Viewed 


944F1001A Moscow BIZNES I BANKI 
in Russian No 26, Jun 94 p 1 


[Interview with A.V. Vernikov, deputy director of the 
Central Bank of Russia Foreign Operations Department, 
by IT AR-TASS correspondent Igor Galkin, special to 
the newspaper BIZNES I BANKI, under the rubric 
“Topic of Current Interest”; place and date not given: 
‘Payment Union as Economic Integration of the Former 
Union Republics’ 


[Text] When the former Union republics began to rush away 
to their national quarters, local politicians began to calcu- 
late—in freely convertible currency—the advantages of iso- 
lated economic operations and to make decisions on the 
introduction of external settlements in freely convertible 
currencies. However, it turned out that no one had an 
abundance of currency for this purpose. Meanwhile, enter- 
prises and entire sectors that had been geared toward 
cooperation and specialization within a unified national- 
economic complex required continuous deliveries of mate- 
rials and support for monetary circulation. At the time, it 
was resolved to make settlements through correspondent 
accounts at banks. The exchange picked up somewhat, but 
payments for the products of Russian enterprises shipped to 
the newly independent states began to cease. Payments for 
Russian goods were frequently made out of credit, likewise 
Russian, which was not paid back. The newly independent 
states clearly used Russian oil, gas, and many other items 
beyond their means. While continuing to blame Russia for 
the “ruble dictate,” they began to acquire their own curren- 
cies or their surrogates. Russia has to proceed from the fact 
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that such exist. Problems associated with this were dis- 
cussed in a conversation between an ITAR-TASS corre- 
spondent and A.V. Vernikov, deputy director of the Central 
Bank of Russia department of foreign operations. 


{Galkin] Andrey Vladimirovich, what is the position of the 
Central Bank of Russia with regard to working with the 
national currencies of the former Union republics? 


[Vernikov] Interstate agreements have codified the desir- 
abili:y of organizing settlements in the national currencies 
of the former USSR republics (we call them currencies 
with restricted convertibility, or OKV). The Central Bank 
of Russia has explained to the commercial banks that they 
can perform operations with the national OKV’s which are 
quoted by the Central Bank of Russia. These include all 
currencies, except for the Caucasian and Turkmen. Tajiki- 
stan does not have its own currency. The Central Bank is 
laying a regulatory foundation for payment and settlement 
relations in OKV’s. We persuade the bankers to study this 
new currency market and look for a niche in it; this will 
help them to ensure their future. However, the problem of 
our banks working with the OK V’s is a difficult one. Let us 
assume that a Russian enterprise exports its products to 
Ukraine, where the rate of inflation is very high and 
currency regulation is unpredictable: Decisions concerning 
currency exchanges, rates, and titles of ownership to cur- 
rency change continuously. In addition, there are restric- 
tions on the acquisition of goods in this republic with the 
currency it has earned itself. The same is happening in 
almost all the former republics of the USSR, perhaps with 
the exception of the Baltic republics. All this does not 
make many of the new OKV’s any more attractive. Cur- 
rency regulation in Russia 1s more liberal. The ruble has 
become an attractive currency; banks and enterprises of 
other former Union republics strive to effect settlements 
through rubles and keep funds in Russia’s banks. The 
Russian side lays no claim to all settlements being con- 
ducted through its currency. We believe the appearance of 
the first group of Russian banks working with OK V’s to be 
favorable. These are Russian Credit, Menatep, Alfa, and 
some others that engage 1n noncash settlements and oper- 
ations with the cash currency of some nearby foreign 
countries. This 1s risky, but they are trying to manage risk 
by combining counter-orders to buy and sell, as well as a 
more significant spread in dollar terms between buying 
and selling rates. These banks are trying to establish 
themselves in the new market because they are aware of 
the promise it holds. 


[Galkin] What is necessary in order for settlements in 
national currencies to become extensive and a determinant 
in mutual business relations? 


[Vernikov] Smooth operation of the currency market ts 
needed on which the currency of both Russia and other 
nearby foreign countries must function vigorously. These 
currencies should be sold on the markets of each of the 
newly independent countries. For our currency to be freely 
sold in Kazakhstan and for the Kazakh currency to be 
freely sold here it 1s necessary to enter into a bilateral 
union which legally codifies this situation. When several 
such agreements are intertwined, the union becomes mul- 
tilateral. Of course, there is no coercion on anyone’s part; 
each country proceeds toward integration at its own pace 
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and has its own attitude toward introducing the convert- 
ibility of its own currency into the currency of a particular 
former Union republic. We are convinced that over time 
the payment union will become a reality. Baltic or East 
European countries that are prepared to settle in their 
national currencies or other currencies of the payment 
union members may join such a union. The concept has 
already passed a certain stage of preliminary discussion— 
first, at a meeting of the representatives of central banks of 
the former USSR republics and their governments; it was 
later approved by the heads of CIS governments, who gave 
instructions to develop an agreement on the payment 
union on the basis of this concept. 


[Galkin} What are the main principles of the payment 
union? 


[Vernikov] A payment union is a voluntary association of 
states with a view to ensuring regular payments on the 
basis of mutual convertibility of their national currencies. 
The governments and central banks of member countries 
ensure on their territories the development of a currency 
market on which operations involving purchases and sales 
of the nation?! currency against the currencies of other 
member countries of the payment union are effected. At 
present all the former Union republics have a negative 
balance of trade with Russia, and it is clear that it is 
necessary for them to resuscitate exports A_ realistic 
exchange rate is one of the most powerful means to 
accomplish this. However, as I said, in all of these coun- 
tries many administrative and economic restrictions have 
been introduced. These barriers, including those involving 
restrictions on the forms of settlement, should be elimi- 
nated. Once problems with the mutual conversion of 
currency no longer exist, participants in commercial trans- 
actions will be able to select a currency for settlements. 
This may be the currency of one of the parties to the 
signing of the contract or the currency of a third country. 


[Galkin] Representatives of some CIS countries proposed 
to set up, under the aegis of the states or central banks, a 
united exchange on which the currencies of former USSR 
republics would circulate... 


[Vernikov] They were clearly running ahead of themselves 
because, as of now, liquidity on such an exchange ts 
doubtful. Six regional interbank currency exchanges 
operate in Russia; some of them, for example in Moscow, 
conduct operations with the OKV’s. There also are the 
Ukrainian, Belarusian, Kazakh, and Uzbek Interbank Cur- 
rency Exchanges, but for now their operation ts not too 
stable. A developed currency market is needed in each of 
the cooperating countries, as well as operating exchange 
and interbank market mechanisms. However, there 1s an 
important proviso here: The mutual convertibility mech- 
anism for national currencies should be set in motion 
gradually. States that consider themselves prepared for it 
and are ready to assume specific obligations can join the 
payment union. 


[Galkin] Apart from goodwill and financial interest on the 
part of individual banks, are there other organizational 
mechanisms for this great endeavor? 


[Vernikov} There are. The CIS Interstate Bank may find 
great leeway for its operations in this area. It has every 
opportunity to become the leading settlement center for 
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clearing, and not only within the CIS) tramework. 
The Interstate Bank can also perform other functions, 
conduct trade operations, and esta lish an in-house cur- 
rency exchange 


[Galkin}] Can settlements in the national currencies of the 
former USSR republics be effected with the former CEMA 
member countries? 





iVernikov! They can. Russia has already signed agree- 
ments with the natronal banks of Bulgaria and Hungary to 
the effect that their enterprises can settle with their Rus- 
sian partners and make payments in their national curren- 
cies. They can open ruble-denominated accounts (current 
and investment accounts). Poland, Mongolia, Slovakia, 
and some other countries and regions are showing an 
Interest in signing such agreements. 


[Galkin] What can you say about mechanisms for 
determining the exchange rates of national currencies? 


[Vernikov] The exchange rates of national currencies will 
depend on the demand and supply on currency exchanges 
and the interbank currency market. The mechanism for 
exchange rate formation will be based on actual transac- 
tions on the currency markets whereby the OKV’s have 
been “measured against” not just one another but also the 
dollar and other hard currencies. Central banks will be able 
to influence the level of the exchange rate through currency 
interventions. The 
exchange rates for considerations of politics, prestige, or 
other considerations is what needs to be avoided. 


Migration Flows in CIS Result in Rising Social 
Tension 


949) 100641 KKONOMIKA 1 ZHIZN 
mn Russian No 26. Jun 94 p 19 


[Article by V. Volokh, deputy head of Russia’s Federal 
Migration Service: “Immigration Into Russia: The Social 
Aspect’ | 


[Text] In recent years, questions of immigration into 
Russia have developed into a most complicated state 
problem. Since World War II, 1n not a single country in the 
world have migration processes developed in such specific 
and difficult soc:veconomic and political conditions. 
Enforced migrauion beers a particularly acute and socially 
explosive chaiacter 


During the period of the breakup of the USSR, over 25 


million Russians and approximately 4 million persons of 


other native nationalities of the Russian Federation lived 
heyond the border of the Russian Federation 


The exacerbation of the soctopolitical situation in the 
republics of the former Union, the economic crisis and the 
lecrease in yobs, bankruptcy of enterprises and the sharp 
social stratification of society, discrimination and the 
violation of the rights of indigenous nationalities, and the 
broadening of the geography of interethnic conflicts are 
leading to destabilizing processes in the republics and to a 
significant increase in migration flows. Already today, 
approximately 2 million enforced migrants and economic 
migrants have come to the Russian Federation. 


administrative “assignment” of 
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According to expert estimates, taking into account the 
development of the situation over the near term, we may 
expect the influx onto the territory of Russia from states of 
the new abroad to be, according to the average version, 2-3 
million, and according to the maximal variant, from 4 
million to 6 million persons. 


Along with the exacerbation of the problem of the migia 
tion of the population from these countries, there has 
arisen a completely new problem, connected with the 
arrival in Russia of a large number of foreign citizens and 
of persons without citizenship. At the present time, 
according to expert estimates, their number could reach 
$00,000 persons. It 1s characteristic that this figure has a 
tendency to increase 


This has become possible first of all because of the open- 
ness of our foreign borders and the borders of certain states 
of the Transcaucasus and Central Asian regions. 


At the same time, it is necessary to note that Russia 
joined the 1951 UN Convention on the Status of Retu- 
gees and the 1967 Protocol to it to the full extent, 
whereas the United States, for example, joined only the 
Protocol, and other states signed the Convention having 
made a number of stipulations that allowed them not to 
fulfill several of its conditions. 


In Moscow, the regional representation of the United 
Nations Office of the High Commissioner for Refugees 
(UNHCR) has begun work; it, in unilateral feshton, 
accepts immigrants from the far abroad and gives them 
certification of one “in need of refuge in the Russian 
Federation.” The majority of migrants receiving such 
certifications are mainly counting on the assistance of the 
UNHCR in exiting to the developed countries of Western 
Europe and Scandinavia. Among them are natives of a 
number of countries of the African continent, Asia, the 
Near East, and other regions, arriving in Russia principally 
through states of the ““new” abroad. As an aggregate, these 
migrants are heterogeneous. Among them are foreign citi- 
zens and persons without citizenship arriving in Russia in 
search of asylum and with the goal of receiving the status 
of a refugee; foreigners who have studied earlier in vari- 
ous—including military—educationa! institutions of the 
former USSR and after the completion of their studies 
wishing to return to the Motherland in view of a changed 
situation in these countries; foreigners having worked on 
the territory of Russia and whose contracts have already 
expired. The bulk of these are engaged at this time tin 
Russia in tllegal business, having tight links with the 
motherland in terms of sale and purchase of goods of mass 
consumption (consumer goods). 


There are also foreigners who are “economic migrants,” 
who have penetrated into Russia with the breach of the 
passport and visa rules across the territories of the contig- 
uous countries of Central Asia and the Transcaucasus. A 
segment of them intends by any means to get over to 
economically developed Western countries, with the aim 
of finding work there or of engaging in their own business. 
There are foreigners who are “transit refugees.” This 
category arrived in Russia with the direct goal of getting 
through to one of the countries of Europe (preferably into 
the Scandinavian countries) for the receipt in them of the 
status of refugee. 
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UL neontroliabse migration has taken on a threatening char- 
acter, since skillful use 1s being made of the criminal milieu 
(contraband, the transport of narcotics, racketeering, and 
the like). Lately. there has also been noted a saturation of 
the country with foreigners who are invalids and cripples, 
the international homeless, and destitute elements. 


Cases have become more frequent of unlawful pressure on 
the Russian authorities on the part of a segment of “those 

‘eking asviurn”” picketing of administrative buildings, set- 
zure of premises, refusal to take food in protest. acts of 


vandalism in places of temporary accommodation, and so 

on. The politicization of separate groups of foreign migrants 

has been noted. who peremptorily insist upon their right to 
eive trom Russia complete provision since, supposedly, 

“being the legal successor to the USSR, Russia bears respon- 

sibility for their present and their future.” 

Russia's joining in November 1992 the UN Convention 


On Relugees., > doubtless. promoted the increase in the 
number of persons coming to Russia in search of asylum. 
The practice of the admittance of refugees by the devel- 
ped capitalist countries demonstrates the firm limiting 
tendencies in their immigration policy. The Western 
, reacted quickly to the modern migration 
situation, believing that the immigration quotas they 
established would protect them from uncontrollable 


ountries vet 


migration. However, the migration situation has begun 
fo get out of control, since hotbeds of tension have 
appeared almost simultaneously in the most varied 


regions of the world. Many countries quickly chose their 
quotas for the admittance of refugees and stood up to the 
problem of whether to accept them in the future or 
whether to limit entry into the country, leaving only the 


selection principle of admittance into their state. 


that the developed countries of the West 
cise control over entrance to their countries at 
the very most distant approaches. So the filtration of 
migrants in the transit countries—where a special place ts 
occupied by Russia. by virtue of its geographic position— 


It was supposed 
would exer 


in actual fact turns them into a peculiar kind of 
immigration settling tank 
So the countries of the West accomplish the tdea of 


prevention of uncontrollable migration in two ways: 


The first way is urging the countries of the former socialist 
camp and the former republics of the USSR to join the 


Geneva Convention on Refugees of 1951 and the Protocol 
to it of 1967. which allows the developed countries to 
dictate certain conditions on the carrying out of the 


dations of these two documents from their own 
position. In the same direction, pressure 1s increasing on 
the part of a number of international organizations. 


recomme! 


The second way 1s a toughening of their own immigra- 
tion regimen, including a curtailment of the quotas on 
the admittance of refugees and persons seeking asylum, 
introduction visa limits, a curtailment on the scope of 
foreign work force accepted, and also other measures of 
i preventative type. 


In Russia. the adoption of the law “On Refugees.” as well 


as the joining of the Convention, proceeded from expec- 
tations that this would allow assistance to be rendered, to 
a significant extent, to the Russian-speaking population, 
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which had begun to come in mass fashion onto the 
territory of Russia. In practice, however, it turned out that 
in the current redaction, this law caused an influx of 
migrants from third countries. The law turned out to be 
more declarative than really operational. The haste with 
which it was adopted by the former Supreme Soviet of the 
Russian Federation, in addition, led to a whole range of 


juridical gaps, and besides, it gives a broad interpretation 


of the status of refugee in comparison with the UN 
Convention. In this connection, the Russian Federal 
Migration Service has prepared a proposal on the intro- 
duction of necessary changes in the text of the law 


Fully sharing in the preoccupation with the situation, and 
for the solution of the problems connected with the stop- 
ping of unlawful immigration into Russ:a, at the end of 
December 1993 the edict of the Russian Federation pres- 
ident “On Measures Concerning the Introduction of Immi- 
gration Control” was published. In this edict, with a view 
to providing stai> regulation of migration flows with the 
entrance onto the territory of the Russian Federation of 
foreign citizens and persons without citizenship, it. ts 
envisaged to introduce immigration monitoring at the 
admission points across Russia's state border, entrusting 
its realization to the organs of the Federal Migration 
Service of Russia. 


With a view to realization of this edict, Russia's Federal 
Migration Service, jointly with interested ministries, has 
prepared for introduction into the Government of the 
Russian Federation proposals on the procedure for 
working with foreign citizens and persons without citi- 
zenship who have come and now are located on the 
territory of the Russian Federation in search of asylum, 
their status, the procedure for their temporary accom- 
modation and the regimen for their sojourn, and also the 
Statute on Immigration Monitoring at the state border of 
the Russian Federation. 


Great interest has been shown in the creation of a system 
of immigration monitoring by the components of the 
Russian Federation. Thus, for example, in March of this 
year, a directive of Russia's Federal Migration Service, the 
mayoralty of St. Petersburg. and the Government of Len- 
ingrad Oblast was published on the organization of immi- 
gration monitoring on the territory of St. Petersburg and 
Leningrad Oblast, which stipulated the creation of 1mmi- 
gration monitoring points at the Pulkovo-2 airport, at St. 
Petersburg’s marine port, at railway stations, and at the 
Ivangorod, Torfyanovka, and Brusnichnaya control and 
admittance points. For the temporary accommodation of 
illegal migrants, displaced persons, and persons without 
citizenship on the territory of the city and the oblast, it 1s 
envisaged to create centers and points of temporary 
accommodation of this category of persons. An analogous 
interest in the soonest creation of immigration monitoring 
is also expressed by representatives of Krasnodar and 
Maritime Krays, the Tuva Republic, and a number of 
oblasts of Russia. 


For the solution of a whole complex of problems connected 
to stopping the unlawful immigration into Russia in con- 
formance with the edict of the Russian Federation presi- 
dent, the Russian Federal! Migration Service has worked 
out and 1s implementing concrete measures on the creation 
of immigration monitoring. This institute, the first created 
in Russia, is to guarantee the conduct of a migration policy 
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that answers to the interests of the state and that guaran- 
lees security and also the protection of the rights and 
interests ©. the citizens of the Russian Federation, of 


foreign citizens, and of persons without citizenship in the 
resolution of questions concerning entry into the country 
and choice of a place to live. 


Poltoranin on State Support to Media 


44/0824 Moscow DELOVOY MIR 
in Russian 11 Jun 94 pp 1, 4 


[Interview with Mikhatl Poltoranin, chairman of Duma 
Committee on Information Policy and Communications, 
by DELOVOY MIR political observer M. Buzhkevich; 
place and date not given: “The Mass Media and Its 
Economic Independence’ ] 


| Text) [he well-known Russian political figure, chairman of 
the Duma Committee on Information Policy and Communi- 
cations, “\likhail Poltoranin today talks with Mirolsay 
Buzhkevich, a DELOVOY MIR political observer. 


(Buvshkevich| Mikhail Nikiforovich, what do you see as 
being the purpose of the mass media at the current stage in 
the life of Russia? 

(Poltoranin| | am convinced that the purpose of the press 


ind all the mass media ts enlightenment. That 1s the way 1t 
was and that 1s the way it shall be. At each stage of social 
levelopment such enlightenment will have specific tasks. 
\t present. when the population ts beset with poverty and 
day-to-day suffering, when people (and, by the way, the 
government as well) do not really know where we are 
heading. the mass media must display wise self-restraint. 
verbal squabbles and conflicts develop on 
{ streetcars, in workshops, and on the streets, in 
meeting halls of public organizations, and in various 
debates: you are reddish-brown, you are white, you are 
If in such a Situation the press 1s going to pour oil on 
ames, that 15 extremely dangerous. 


(ccasiona! 


+} {) 


lournalists belong to the intelligentsia. | am not afraid to 
say that they are in the forefront of it. At the same time the 
purpose of the intelligentsia 1s to move ahead of the people 
with a candle, illuminating the path for them. Therefore 
the press must illuminate, but in its own way, and show 
have that 1s good and what 1s bad, convince 
people to struggle against evil, and compel each person to 
look inward into his own soul and eliminate the slave, the 
slacker, and the dependent. 


what we 


[hat task 1s performed by far from all publications and 
television programs. The freedom to express his own 
ynion and the opinion of various other people places 
great responsibility on the journalist to be completely 
honest and objective. And, also, to be a prophet in a 
certain sense, to predict the course of events. To do that he 
just have a mastery of the issue about which he 1s writing 

talking through the microphone. For that purpose he 

is to be on a par with specialists—economists, politi- 

ians, and sociologists, in his mastery of the issue, even 

surpassing them in certain areas. Unfortunately the tumul- 
fous growth tn the number of publications led to a 
situation where many inexperienced and poorly trained 


workers came to work at editoria? offices. Their illiterate 
revelations trequently produce eye-popping reactions not 
ust among specialists but ordinary uninformed readers as 
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well. We are loosing the Russian school of journalism, the 
best examples of which always had a high professional 
rating. That 1s cause for concern. 


{[Buzhkevich}] You mentioned the rapid growth of the 
media. That could not help but be reflected in its economic 
position. Do you think that it will be able to function 
successfully under the current economic conditions and 
fulfill the tasks confronting it? 


|Poltoranin] Four years ago when | became head of the 
Ministry of Press of Russia the country had 2,270 news- 
papers. Today there are more than 24,000 of them. Add to 
that the more than 457 independent television and radio 
companies and over 8,000 publishing houses. Only a few 
of them belong to the government. That 1s, the Russian 
media realistically received not only political but eco- 
nomic independence as well. The latter, as we know, 1s 
quite an expensive proposition. You know how many 
different, sometimes very tmportant and interesting pub- 
lications are appearing, and so many of them perish before 
they can even get on their feet, like moths in a flame. 


Economic support of the media ts a highly important task. 
There are several paths or stages here. Our Committee on 
Information Policy and Communications created a 
working group jointly with the Union of Journalists of 
Russia and the RF Russian Committee on Press which 
prepared a draft law on state support of the media. At 
present assistance 1s extended to it through special bud- 
getary subsidies. But they are clearly insufficient and 
frequently end up not where they are needed. What is most 
important is that such subsidies make their recipients 
dependent on the state, just as at a time when funds for the 
media were distributed by the Administration of Affairs of 
the Central Committee of the Communist Party of the 
Soviet Union. Have we now gone full circle? 


Our draft law proposes introduction of certain favorable 
terms for the media such as repeal of taxes, a sharp 
decrease in import duties on paper, printing and other 
equipment brought in from abroad, a substantial decrease 
in lease payments for buildings, payments for communt- 
cation services, etc. Thereby the possibility of “applying 
pressure” to opposition publications not favored by 
authorities through the manipulation of subsidies 1s elim- 
inated. With the adoption of such a law all of the media 
enjoys equal conditions—survival becomes a matter of 
their own efforts and initiative. 


This draft was submitted to the government, where it 
received the proper attention. We are hoping that it will be 
adopted. V. Shumeyko, chairman of the Federation 
Council, also introduced a draft law in the State Duma for 
state support to media, which 1s very similar in spirit and 
letter to the document prepared by us. 


[Buzhkevich] What about our entrepreneurs? Do you 
believe that they will be able to play a role in supporting 
the media? 


{Poltoranin] They are already involved in this as indicated 
by the fact that most of the independent publications 
appeared with their participation and financial support. 
The problem ts that very often this 1s not done seriously. 
The selfish goals of certain firms are being satisfied. They 
create newspapers and magazines for advertising purposes. 
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Subsequently, realizing that their publication is a tedious 
job, requiring considerable funds, they refuse further mate- 
rial support for them. In my opinion that is highly amoral. 
A humanitarian person would never adopt a puppy or a 
kitten if uncertain that he will be able to take care of it 
properly. Here we are talking not about our little brothers. 
We are, after all, speaking about the fate of people who 
participate in the creation of a new publication, linking 
their creative plans and tamily hopes with it. I believe that 
the relationship of sponsors with editorial offices is a very 
important topic for our legislators. 


Russian entrepreneurs, of course, include quite a few 
people who understand the importance of the press as a 
reliable means of exerting considerable influence on the 
creation of a civil society and a law-governed state, in 
which they are highly interested. 


In my opinion the executives of the Most group are that 
tvpe of people. | criticized them for an aspiration to 
monopolize the media. But that ts the second part of that 
issue. The fact that they want to and know how to support 
the press cannot be denied. They helped the newspaper 
SEGODNYA and the NTV television company to get on 
their feet 


[Buzhkevich} You said that relations between sponsors 
and publications supported by them must be reflected in a 
law. What do you have in mind? 


[Poltoranin] | have already stated that development of a 
system of economic independence of the media has two 
stages. The first one, named by me, ts a draft law on its 
State support. The adoption of such a legal document, 
however, will not resolve the problem in full. 


The law on state support to media, which will be adopted 
by the Federal Assembly, ts only a float, 1t will help to keep 
a certain number of newspapers and magazines afloat. 
Therefore in our committee we are seeking a more pow- 
erful means which would permit the media to function 
normally on a long-term basis. We thought of creating the 
National Fund for Development of the Media. It 1s not a 
sinecure or a clique, created in someone’s name or in the 
interest of some group of public figures. Preparation of the 
draft law on the National Fund for Development of the 
Media 1s currently going on, a peculiar state within a state. 
It must have a material base, its own banks, and be 
concerned with the development of the media infrastruc- 
ture. The fund will be accountable to the Federal Assembly 
and managed by a supervisory council. We are thinking 
about a mechanism that would make it profitable for 
entrepreneurs to invest in that fund. The more funds they 
invest, the lower their tax on profits, value added taxes, 
and other payments into the budget. The funds invested by 
entrepreneurs must be depersonalized. 


At the same time the supervisory council, which will 
include important public fgures, executives from mayor 
newspapers, magazines, and television and radio compa- 
nies, and entrepreneurs, will grant the publications inter- 
est-free credit. control investments in the development of 
publications, as well as the production of printing equip- 
ment, purchasing of television and radio equipment, etc. 
We hope that the final separation of the fourth estate—the 
media—trom the state will take place with the help of this 
great fund. Trust in the press will once again start growing 
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among the population. After all, it is no secret that in 
recent years that trust has waned considerably due to the 
commercialism of much of the media and its dependence 
On organs in power. 


{[Buzhkevich] The activity of the court of appeals for 
disputes dealing with information attracts the attention of 
many Russians. Do you consider its work useful, and how 
does it correlate with laws on the press? 


[Buzhkevich] A unique situation developed in our country. 
During the time of democratic transformations in Russia, 
pluralism of opinion and political independence of the 
media was established in practice. No matter how the 
fourth estate is criticized (very often and justifiably), it 
really did move forward quite far, considerably outstrip- 
ping the third, judicial, estate in its development. The 
latter is still unsteady on its feet. It is not receiving much 
help from the government—there is a shortage of qualified 
personnel in the judicial organs and working conditions 
are poor. Thus the court of appeals for disputes dealing 
with information was formed in order not to ignore an 
important sector of social relations. In itself that its a 
worthy idea. At first that court functioned rather success- 
fully in accordance with legislation. But, located first in the 
Kremlin, and now on Staraya Ploshchad, its leaders appar- 
ently clearly overestimated their own possibilities. 
Exceeding its competence, the court began making disput- 
able decisions and sometimes ones that were contrary to 
the law. It seems that if the court of appeals continues in 
the same spirit there may be a serious discussion about it 
in the State Duma. 


{Buzhkevich] Mikhail Nikiforovich, how do you evaluate 
the political climate in Russia? Is there any confidence that 
the signing of the Contract of Social Agreement will ensure 
political stability in the country? 


{Poltoranin] I would evaluate the situation in Russia as a 
very complex one. Despite an apparent lull in the political 
struggle, a profound tension is felt in society. Have you 
ever seen burning peat bogs? On the outside everything ts 
calm: there is neither smoke nor flames. But it 1s possible 
to feel the internal heat on the soles of your shoes and even 
hear a roaring sound. Something similar 1s being observed 
in our current life. There are no meetings or demonstra- 
tions. But the volumes of production are dropping, prices 
are stubbornly climbing, domestic goods and foodstuffs 
are disappearing from the counters, and imports will not 
feed Russia. In other words, in such a situation it 1s 
necessary to be wary, carefully heeding the mood of the 
people. An explosion of passions is possible. 


As far as the contract of social agreement is concerned, it 
would gain much if it was concrete. I, for instance, pro- 
posed that it establish obligations to be assumed by all 
branches of power for a certain term while also providing 
for sanctions for their nonfulfillment as well as for destruc- 
tion of social agreement. Without this the contract 1s 
perceived as a protocol of intent. Its realization also 
requires further concretization. If it is not fulfilled there 
may be an accelerated polarization of political forces. 
Which, I repeat, 1s highly dangerous. 


The greatest responsibility for the fate of the contract, I 
believe, falls on the government. It should manifest greater 
initiative, submitting several laws to the State Duma 
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aimed at deepening the economic reform. But it has clearly 
been slow. The president was forced to take the initiative 
into his own hands. In that manner an entire package of 
edicts aimed at stabilization of production appeared. 


What is most important at present is to move forward. 
Only forward! This should be remembered by those who 
signed the contract and those who did not. The press must 
not only criticize, but also point out and reveal reserves in 
that movement. 


{Buzhkevich] What explains the fact that the democratic 
forces in the country are split and are still unable to create 
a strong party of reformers, perhaps one similar in size to 
the Communist Party of Russia? Is this, perhaps, a sad 
reflection of the Russian intelligentsia (after all, it is the 
nucleus of the current democratic movement) with its 
proclivity for manifesting indecisiveness and political lack 
of discipline at certain moments in history? 


[Poltoranin] Attempts to creaie a party of reformers- 
democrats have been and are being made. One such 
promising party is being formed on the basis of the 
Russian Choice faction of the Duma. Talk about consoli- 
dation of reformist forces was recently heard at a meeting 
held in connection with the fifth anniversary of the Inter- 
regional deputy group. So far, however, it is only talk. At 
the same time it is highly important for us to amalgamate 
in order to withstand the aggressive revanchists. One by 
one they will, simply speaking, succeed in smashing us. 
With our lack of cohesion we are paving the way for 
dangerous forces capable of bringing to the presidency 
someone with an ax and a noose in his hands. 


Democrats were unified and strong when they were strug- 
gling for the repeal of the notorious Article 6 of the Soviet 
constitution, for the elimination of that core of CPSU power 
and establishment of a presidential power core, since 
without that vertical conduit the Russian state shall disin- 
tegrate. We were unified when we struggled to ensure that 
the citizen had the right of political and economic choice. 
We achieved both. We achieved a multiparty system and 
widespread democracy. Finally, acting in unison, the dem- 
ocrats came close to power in Russia. But only close. 


Then there was confusion. A time for creativity, the building 
of a new Russia came. Many of us imagined ourselves to be 
all-knowing and understanding—a purely intellectual 
quality, and each one began proposing only his own method 
of such building while rejecting other opinions. We have 
quite a few clever, gifted politicians and economists. Take 
Ye. Gaydar or G. Yavlinskiy, for instance. It would appear 
that there is nothing preventing them from acting in unison. 
After all, their views lack any antagonistic contradictions. It 
is necessary to start acting in unison. 


Do you remember how the Bolsheviks acted in coming to 
power? They discarded minor contradictions and lack of 
agreement on certain things and personal distaste for one 
another. They functioned in accordance with the law of the 
pack. The Russian intelligentsia, however, is incapable of 
functioning in accordance with the law of the pack. Each 
one of us is like a tomcat wandering around on its own. 
That is our weakness, which must be overcome. Otherwise 
there will be another putsch. We realize what is happening: 
Everyone on deck, everyone must attend meetings, dem- 
onstrations. Twice we managed to pull it off. Will we be 
able to do that for the third time? 
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{[Buzhkevich] At one time you were in the immediate 
entourage of the president. What explains the fact that 
there is now some distance between you? Can that be 
viewed as evidence of some differences between you? 


{Poltoranin] That is a superficial view. It seems as if I 
suddenly decided to move away from the president. That is 
not so. In principle we agreed with Boris Nikolayevich 
back in 1986 that we needed reform, the reorganization 
first of the Soviet Union, and then of Russia. That is the 
direction we worked in. He, naturally, worked on the 
global problems while I did my work on demonopolization 
of the media. I completed that task. Boris Nikolayevich 
offered me responsible positions in his administration. But 
I selected another niche—in the State Duma. Throughout 
that time, however, I was in regular contact with Boris 
Nikolayevich. Therefore it is impossible to speak of a 
break between myself and the president—it did not occur. 
Of course, we have differing views on certain problems, for 
instance, on his current entourage, his staff 


[Buzhkevich] The more I observe the work of that staff and 
encounter its functionaries, the more frequently I am 
prompted to make comparisons with the worst aspects of 
the work that was performed by the Central Committee 
staff. It is no secret that my keen colleagues have perceived 
the nature of the role that is played by Ilyushin, Baturin, 
and Filatov. Hence the rumors about the departure of 
Filatov. The presidential team must be unified, mono- 
lithic. That is not sensed. Do you have that feeling? 


[Poltoranin] Rebirth of the presidential team, his entou- 
rage, is a real factor which not everyone notices. Specifi- 
cally, rebirth into a powerful bureaucratic mechanism. It 
did not occur all at once but developed from month to 
month, from week to week. We saw that and warned that 
it posed a great danger. 


The presidential administration expanded and many struc- 
tures appeared in it. This reminds one of a great vacuum 
cleaner which sucks in everything one after the other: small 
coins, buttons, pins, and fleas. 


In my opinion the structuring of the presidential adminis- 
tration must proceed differently, in accordance with the 
principle of structures for specific tasks, instead of their 
creation under someone for personal reasons. This leads to 
much duplication, and certain structures, as 1s quickly 
revealed after their birth, prove to be completely unneces- 
sary. For instance, the Federal Television and Radio 
Service was created with more than 300 personnel. In 
reality it is completely unnecessary. 


Within the bloated staff there is an internal struggle to gain 
influence over the president. The end result is rather 
unfavorable—no one can pressure the president. Attempts 
can be made to convince him, it 1s possible to argue with 
him—he listens and then filters all that he hears through 
his own brain and makes his own decision. In a way that 
may be better or worse, but one that is uniquely Yeltsin’s. 


In the country as a whole bureaucracy, which I call 
“lackeycracy” of the new Russia, is growing at a tumul- 
tuous rate. There is a decline in the level of morals among 
the apparatchiks at all levels. They are behaving as if these 
were the last days of Pompeii. 
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[Buzhkevich] The impression is formed that the State 
Duma and many of its deputies are afraid to stand in 
opposition to V. Zhirinovskiy, who 1s constantly stirring 
up public opinion in Russia and other countries with 
extravagant declarations. Is that so? In general, Mikhail 
Nikiforovich, how do you view that political figure? 


{Poltoranin] You are wrong, they stand in opposition to 
Vladimir Volfovich quite frequently in the Duma. First of 
all, the Russia’s Choice, Apple, and even Women of Russia 
factions. Deputies have clearly rejected many of his pop- 
ulist proposals. Interest in that figure, however, 1s assidu- 
ously fanned by the press. Let us imagine that the newspa- 
pers and television cease paying attention to his pranks— 
he will not be remembered. After all, Zhirinovskiy’s party 
has no serious program. 


I view Zhirinovskiy calmly, as a reality. What can be done? 
Every experienced gardener whose plot is infested with 
stinging nettle knows that it is useless to mow 1t—it will 
merely grow better. In order to do away with it, it 1s 
necessary to hoe deeply, fertilize the soil, and plant a crop. 


Therefore until all of us in Russia—the president, the 
Federal Assembly, the government, and the population— 
start concerning ourselves with the soil, so that it cannot 
spawn discontent, animosity, and weeds, and the stabill- 
zation of production, an improvement in the living stan- 
dard of the people, as well as an overall improvement in 
morality can start, stinging nettle will not stop growing. | 
will also add that if we continue with the squabbling and 
wrangling in the democratic camp, as well as with staff 
games in the power structures, the weeds will smother the 
germinating reforms. 


Pros, Cons of Extending Deputies’ Terms 
Discussed 

944F-0985SE Moscow ROSSIYSKAYA GAZETA 
in Russian 24 Jun 94 p 1 


[Article by Leonid Kravchenko: “Mandate on Behalf of the 
People’’} 


[Text] Chairman of the Federation Council Vladimir 
Shumeyko made a sensational statement a few days ago. 
He proposed that deputies’ terms of office be extended by 
2 years. At the same time, he explained that his proposal 
“was connected not with deputies’ desire to retain their 
posts, but with state interests.” He also reported that both 
President Boris Yeltsin and Chairman of the State Duma 
Ivan Rybkin “in principle, agreed with this.” 


Meanwhile, I. Rybkin definitely declared that the “exten- 
sion of the powers of Russian parliament members 1s 
possible, but only if certain conditions are fulfilled.” The 
chairman of the Stace Duma specifically mentioned three. 
First, according to him, elements of stabilization must 
appear in the economy. Second, “the entire legislative 
network must be properly formed in the country.” Finally, 
both chambers of the Federal Assembly must confirm in 
practice that they are competent institutions of power— 
the prerequisites for this exist. If the indicated conditions 
are observed, Ivan Rybkin would support the idea of his 
vis-a-vis from the upper chamber. Moreover, he believes 
that the people now experience “electoral emaciation.” 
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In all fairness, we would like to note that the idea of 
postponing parliamentary and, at the same time, presiden- 
tial elections for 2 years was first expressed not by the 
speaker of the Federation Council, but by deputy Mikhail 
Poltoranin at a meeting of the State Duma in February. 
Numerous arguments in favor of, frankly speaking, such 
an unexpected version of development of political events 
were cited in his interview published in ROSSIYSKAYA 
GAZETA of 18 March of this year. Mikhail Poltoranin 
incidentally put forward the idea of a stage-by-stage for- 
mation of a civil society, where all branches of power make 
efforts to establish public accord. For example, the presi- 
dent and the government undertake to take energetic steps 
in the following priorities: an effective fight against cor- 
ruption, the mafia, and organized crime, a comprehensive 
anticrisis program in social and economic spheres; a flex- 
ible tax policy; a new, with due regard for the adopted 
Constitution, national and regional policy and so forth. 


To some deputies and political figures this proposal 
seemed extragavant. However, 3 months have passed and 
right now the idea repeated by Vladimir Shumeyko has 
evoked a marked response. True, the most opposite views 
are expressed, including in the deputy environment. 


If we divert our attention from some emotional excesses, 
the positions of the parties boil down approximately to the 
following: 


Arguments “pro.” The people are tired of the political 
struggle and political confrontations, including from the 
endless succession of elections and referendums at fed- 
eral and regional levels. Any new elections will entail a 
powerful wave of political ‘““showdowns.” The intercsts 
of the economy, production, and the social sphere will 
again be sacrificed to politics. Furthermore, once again it 
will be necessary to spend vast funds on the preelection 
campaign. It is better if hundreds of billion of rubles are 
not spent for nothing, but are drawn, for example, into 
production or are injected into social funds. Moreover, 
new positive factors have appeared: The Agreement on 
Public Accord was signed and inflationary processes 
were Stabilized. The president issued a number of key 
economic edicts and announced extraordinary measures 
for the fight against organized crime. All this increases 
confidence in the authorities. 


With regard to deputies they acquire experience and 
skills in complex legislative activity. However, it will be 
regrettable if, by the time they fully acquire “‘sports 
form,” the term of their office will expire and inexperi- 
enced, new parliament members will have to learn anew. 
There will be a sharp slowdown in the drafting and 
adoption of long-awaited laws. 


Arguments ‘“‘con.”’ The extension of deputies’ powers can 
be perceived by the people as their desire to retain their 
posts and privileges for another 2 years. That 1s, this 1s 
no more than cunning. The idea itself requires amend- 
ments to the Constitution, but this is possible only by 
means of a new all-Russian referendum. Without polit- 
ical passions the matter again does not end and the 
referendum is attractive only because it will cost less 
than parliamentary elections. 
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Society does not yet have political and economic stability 
and in the social sphere, in connection with the forth- 
coming wave of bankruptcy of enterprises and the big 
decline in production, unemployment will rise sharply and 
the threat of acute social conflicts will intensify. In this 
case slogans about holding prescheduled parliamentary 
and presidential elections may arise. The extension of 
deputy powers will not even be discussed then. 


This is the concentrated opinion of the opposition. 


Ramezan Abdulatipov, deputy chairman of the Federation 
Council, expressed an interesting point of view. He con- 
siders voters’ confidence in the Federal Assembly the key 
aspect and this, in turn, depends on how efficiently the 
two-chamber parliament can work today. Unfortunately, 
in R. Abdulatipov’s opinion, initially it was formed not in 
the best way. For example, in the State Duma one-half of 
the deputies were elected according to party lists. Here 
there are more contradictions, personal ambitions, and 
confrontations caused by strictly “party interests, which 
often are far from voters’ interests.” The Federation 
Council basically represents the positions of regions and 
fundamental differences in the evaluation of draft laws in 
the lower and upper chambers of the parliament have 
already been revealed. The discussion of the draft budget is 
a graphic example. 


Abdulatipov is convinced that, owing to contradictions, 
the majority of fundamental draft laws are doomed to a 
long vegetation. Unfortunately, practice confirms this con- 
clusion. Out of 48 draft laws with the greatest priority, 
which had to be adopted without delay, it was possible to 
pass only I1. The lag 1s tremendous. And this adds neither 
prestige to nor confidence in the parliament among voters. 


Yesterday we learned about the president’s position from 
the words of his assistant Georgiy Satarov. “Boris Yeltsin 
is against the postponement of the date of the president’s 
elections,” he stressed. With regard to the retention of 
deputy mandates for 4 years, this depends on the produc- 
tivity of work of the Federal Assembly. Expressing his own 
point of view, Georgiy Satarov called Vladimir Shum- 
eyko’s statement logical. “If aeputies stop thinking about 
imminent re-elections, this will help them to concentrate 
on legislation, which will be of benefit for all society.” 


As we see, this idea itself, to be sure, is attractive. How- 
ever, its implementation will require a great deal of effort 
on the part of all branches of power. If they have the will 
and the desire for flexible, profoundly thought-out actions 
in priority directions of policy, economy, and the social 
sphere, the most difficult barriers will be overcome. 


Theft of Gold From Magadan ‘Out of Control’ 


994E0985D Moscow RABOCHAYA TRIBUNA 
in Russian 24 Jun 94 p 3 


[Article by Vladimir Androsenko, RABOCHAYA 
TRIBUNA correspondent, Magadan: ‘“Mafia’s Love for 
Gold”’] 


[Text] The Magadan Administration of the Federal Coun- 
terintelligence Service conducted a successful operation to 
stop the illegal export of stolen industnal gold to the 
“continent.”’ This time the “catch” totaled almost 37.5 kg. 
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U. Aushev, a buyer of the precious metal, and transporters 
A. Sholokhov, an airline worker, and V. Trubitsyn, a taxi 
driver, were arrested. 


It would seem that everything is fine: Valuables worth 900 
million rubles were returned to the state. However, coun- 
terintelligence workers do not feel any special joy. 


The point is that what has happened only confirms the 
negative tendency in the sphere of the illegal “gold” 
business. The situatio:: threatens to get out of control ina 
very short time. Whereas in 1990-1991, on the average, 80 
crimes were exposed, in 1993, as many as 309. Last year 
126 kg of gold were returned to the state. However, this in 
no way reflects the real scale of the crime. Specialists 
estimate the metal drain at 2 to 3 tonnes annually and 
predict its increase to 10 tonnes and even more. 


Our state itself gives rise to the wildest situation. It does 
not settle accounts with miners on time. People do not 
receive wages for 2 or 3 months. However, they want to eat 
every day. Then metal buyers show up and offer them 
18,000 to 20,000 rubles per gram (incidentally, the price 
rises con..1ntly and rapidly, which is connected with the 
rise in the rate of the dollar and with the increase in the 
demand for precious metal in the Caucasus). 


We will note: This is live money and, moreover, income 
tax is not imposed on it. The state pays enterprises the 
world price in terms of rubles, from which expenditures on 
mining and on the maintenance of the social sphere and, 
moreover, taxes exceeding one-half of the metal value 
must be deducted. A paltry sum remains for wages, but 12 
percent is still taken off. And so, unequivocal conclusions 
can be drawn: They steal and sell. 


In Magadan Oblast last year about 29 tonnes of gold were 
mined, the decline comprising almost 5 percent. Mean- 
while, in addition to enterprises and prospecting artels of 
the Severovostukzoloto Association, 8 mining and geolog- 
ical enterprises, 16 independent prospecting artels, !1 
joint-stock companies, 8 private enterprises, and 590 indi- 
viduals engaged in gold mining are registered here now. 
For whom do they work? 


The situation with the financing of miners’ work is no less 
paradoxical. They can settle accounts only in the summer, 
during the panning season. But the preparation for the 
season of hard gold mining work lasts all the remaining 
months and it cannot be made without money. Previously, 
the Committee on Precious Metals and Precious Stones 
gave the necessary advances, the payment for which was 
made in metal at the rate of the dollar. Now the govern- 
ment has given up advance payments, granting only the 
so-called “preferential” cred't at an annual interest of 120 
percent and even this for half of the required amount. 


Enterprises were under the threat of a disruption in gold 
mining. In order to save it, Severovostokzoloto took the 
missing funds in the Foreign Trade Bank against future 
metal and also at a good interest. Those that did not form 
part of Severovostokzoloto—small enterprises and pros- 
pecting collectives—were in the worst situation. Then 
representatives of the ‘legal, as the people of Magadan say, 
Ingushzoloto Association turned up. According to some 
data, they have brought into the oblast tens of billions of 
rubles and substantial currency funds and, in addition to 
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the usual gold buying, finance prospectors on the condition 
that the debt is returned in the fall—in product. Many 
agree, because their own authorities have driven them into 
a corner: There are no funds, consequently, there will be no 
explosives, no diese! tuel—simply there will be no work. 
When survival is at risk, willy-nilly one will not care about 
where the money comes from, In my opinion, however, the 
authorities should bear responsibility for this, 


They, the present authorities, are to blame for the fact that 
it is now hard for an honest man to live and that, in 
general, it is very difficult to retain honesty. Let us take the 
same A. Sholokhov, His wife 1s paralyzed. He alone works. 
His daughter lives in Dushanbe. He also has to support 
her, to send her money, Others—the “true” masters of the 
sovereign state—"‘grab-ized” the apartment in Moldavia. 
No one 1s interested in his troubles. Then someone 
approaches him and offers 5 million only for carrying two 
small suitcases through the official entrance into an air- 
plane and placing them under the necessary chair. The 
temptation is great. He does not want to violate the law, 
but hopelessness forces him. And so, he agrees. However, 
to be honest, who 1s more to blame for this? 


Not for nothing did counterintelligence workers not even 
want to send a notice to his place of work about his 
dismissal. Professionals see the true reason—the lack of a 
normative base for the fight against organized crime and 
corruption and criminalization of the state. 


Last year investigators of the Magadan Administration 
carefully prepared and conducted an operation for the 
capture of a big buyer of gold (also from Ingushetia. The 
sphere of the ‘gold’ business in Magadan Oblast and 
Yakutia traditionally is controlled by Ingush tribal clans) 
and her partners. She was caught red-handed—at the 
moment of meta! transfer. The business turned out to be 
big—25 kg of gold. However, the trial unexpectedly began 
to be delayed and the judge twice changed the preventive 
restriction for the woman under investigation—custody 
for undertaking not to leave the place. True, for some 
reason counterintelligence workers foresaw this and both 
times detained “Giyepa” (the buyer “worked” under such 
a code nickname) directly at the exit from the court, 
presenting other articles of the Criminal Code. But then 
the investigation subdivision in the administration was 
liquidated, Yakutia demanded the case under the formal 
pretext that the detention of criminals occurred on its 
territory, and the business woman was set free there. 


Court hearings are now going on, but listlessly—only with 
respect to metal sellers. A search for the principal defen- 
dant has been declared, which 1s also very strange, because 
she is very often seen both in Susuman and in Magadan, 
where she has bought vodka worth 400 million rubles and 
now takes it to the Kolyma route. 


Magadan investigators not without reason assume that the 
case will crumble definitively and will disappear like sand 
through fingers if Yakutia’s President M. Nikolayev does 
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not manifest his political will and does not insist on a 
competent conduct of the trial. There is not very much 
hope for this, because Magadan Governor V. Mikhaylov 
could manifest such a political will, but did not begin to do 
this. Will the situation not repeat itself also there? 


Well, as far as the last arrest is concerned, things are even 
worse. Counterintelligence workers have done their job 
and now the procuracy must decide who should conduct 
the investigation. It is difficult to do this, because 
“specialists” with knowledge of the specific features 
of gold virtually do not exist in the procuracy itself 
or in the militia. 


Russian statesmen, when reorganizing state security 
bodies, assured us that there would be no damage: All 
investigation services would be transferred to administra- 
tions of internal affairs. As it turned out, they were 
hypocritical. 


For example, in Magauan not a single investigator went 
to the militia. Moreover, counterintelligence workers are 
now forced to “moth-ball” and close the network of 
informers, whom they have in all large mafioso group- 
ings, because the transfer of the investigation into other 
hands, inevitably, will end in the agents’ “exposure” and, 
consequently, in their death. However, if there is no 
information, there will be no cases. Everything will boil 
down only to accidental arrests of gold transporters at 
airports—even without the institution of criminal pro- 
ceedings, because according to present laws the transpor- 
tation of precious metals is not prosecuted. Well, to 
whom 1s such a situation advantageous? 


Even furious enemies admitted that our state security 
bodies were staffed not only on a professional basis, but 
also according to moral criteria. Not for nothing were 
they almost the only ones not subject to corruption— 
they could be blamed for anything, but corruption. 
Therefore, many honest officers simply left the Federal 
Counterintelligence Service, feeling humiliated and 
insulted by the endless purges. 


“Right now, owing to purely physical reasons, we cannot 
show any serious opposition to criminal groupings, which 
are strengthening their presence in the sphere of the gold 
business,” says V. Kardonov, chief of the Department for 
Economic Counterintelligence of the Magadan Adminis- 
tration of the Federal Counterintelligence Service. “In 
Susumanskiy Rayon with a staff of 11 people 3 work, in 
Yagodninskiy Rayon, 2, and in Tenkinskiy Rayon, |. 
These are the main gold mining rayons, from which there 
is a metal drain. Is it now possible to seriously talk about 
some barrier on the plunderers’ path?” 


And so, the sense of dissatisfaction by counterintelligence 
workers, even in cases of seizure of large batches of stolen 
industrial gold, is fully explainable. Disintegration of a 
powerful and well-organized system capable of protecting 
state interests irrespective of ideological orientations 1s 
taking place before our eyes. This process cannot fail to 
alarm honest people. 
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Creation of More Fully Worker-Owned 
Enterprises Urged 


944 0985C Moscow RABOCHAYA TRIBUNA 
in Russian 24 Jun 94 pp 2-3 


[Article by Viktor Yurlov: ‘“‘Mr. Worker, Comrade 
Capitalist’) 


[Text] 


Ownership Is Supreme Responsibility 


The main result of privatization according to Chubays lies 
not at all in the fact that millions of Russians have been 
robbed. This is a criminalistic problem, although its 
sources lay in the very ideology of privatization and many 
clever people warned about this in good time. However, 
from the practical aspect property is without an owner. 
The president’s latest edicts are not at all evidence of the 
curtailment or, conversely, spurring on of reforms, as is 
most often said. They are to patch up in great haste the 
holes pierced in the economic mechanism by the heavy 
shells of Chubays’ department. The establishment of 
“public” enterprises, whether anyone likes this or not, is to 
create at least some system or [give] a hint of the ideology 
of its creation. Otherwise, there is trouble. 


This is doubly offensive, because at the earliest stage of the 
process of privatization various forms of its implementa- 
tion were proposed. The so-called system of worker-owned 
enterprises based on the American form ISOP was 
one of them. 


As fate would have it, both A. Chubays himself and many 
responsible officials of the State Committee on the Admin- 
istration of State Property confused this model of manage- 
ment with the Yugoslav model of public property. And no 
arguments that ISOP is just as far from the Yugoslav 
experiment as is the Erhard doctrine from Gaydar’s liber- 
alization program had an effect. The “transformers” Bol- 
shevik passion turned out to fatal here as well. The 
reanimated slogan ‘““Who Is Not With Us Is Against Us” 
necessitated even giving up the idea of the multistructured 
nature of the economy so promising for Russia. It was 
especially important during the period of transition 
to the market. 


Meanwhile, the number of worker-owned enterprises in 
Russia has been growing spontaneously. Unfortunately, it 
does not lend itself to accurate statistics, if only because it 
develops virtually in a semiunderground manner and 
many directors find dozens of tricks in order not to stick 
out and keep in step. 


However, the several hundreds that have stood firmly on 
their own feet, despite the pressure of the State Committee 
on the Administration of State Property, have become its 
passionate propagandists. Moreover, they even established 
the International Association of Worker-Owned Enter- 
prises managed by Vladimir Tarasov, a courageous pro- 
duction worker with an academic degree. If ISOP ever 
takes root in Russia, grateful descendants will not forget to 
pay this courageous person his due. If only because he had 
to prove the obvious not only with facts and logic, but also 
to resort to very and not very diplomatic methods. 
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This is how Svyatoslav Fedorov, general director of the 
Moscow Mikrokhirurgiya Glaza Scientific and Technical 
Complex, who is an ardent supporter of workers’ 
ownership, expounds its essence in brief: 


“Middle Class” Ensures the Stability of Society 


All people want to live well, but believe that this can be 
achieved only through a change in the system for managing 
the country, that is, the system for managing people. None 
of us, with few exceptions, wants to increase the intensity, 
length, and professionalism of his labor. This will not 
occur, because no one believes that, as a result of better 
labor, it will be possible to live better. Everyone tries to 
find the country’s ideal ruler instead of searching for 
modern implements of production and raw materials for 
intensive labor and themselves producing quality prod- 
ucts, 'vhich other people need. 


What to do? How to force people to work intensively and 
creatively? There 1s only one way: It is necessary to create 
in the country laws that would make it profitable to work 
well. Quality must be linked with the payment for it. Every 
person working and producing a commodity must have his 
share in the sold product. Not the time of labor, but its 
result expressed in rubles, must be paid for. 


Fortunately, today Russia has a unique opportunity to 
transfer implements of production and work places to 
professionals and to make them masters of their labor and 
of the produced products. Only in this case is a rapid 
increase in labor productivity and an entry into the world 
market possible. 


Without million of producers—industrious, honest, and 
inventive—the economy will not be extricated from the 
crisis. However, even as an experiment the government 
has not created a single close joint-stock company of 
producers, where the collective itself could distribute 
shares on principles of the length of service and profes- 
sionalism. The government’s logic is based on a lack of 
faith in people’s ability to work intensively without a stick. 
Examples from the Yugoslav experiment, where allegedly 
workers and engineers were owners of implements of 
production, are cited as arguments. Although, in fact, they 
were not such. For some reason facts of a sharp improve- 
ment in the quality and productivity of labor at several 
plants, which miraculously managed to establish close 
joint-stock companies, are ignored. For example, in 2 years 
the Saratov Aviation Plant raised labor productivity by 
250 percent and in 5 years of economic freedom our 
institute, by 450 percent. 


Why are these facts hushed up by the press and politicians? 
Because, when close joint-stock companies of producers 
are established, bureaucratic structures, not workers and 
employees of enterprises, become unemployed. They 
become absolutely unnecessary. Naturally, the instinct of 
self-preservation, which is very developed in bureaucracy, 
makes the program for the privatization of work places 
very difficult. 


In the United States, where the means of production 
belong to private individuals, not to the state, the Amer- 
ican Government manages to convince big capitalists to 
sell their enterprises to the state for tra.isfer to workers and 
employees on credit for a period of 10 to 15 vears. 
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However, our country, despite the promises of our admin- 
istrators at the beginning of perestroyka to transfer imple- 
ments of production directly to producers, confined itself 
to three versions of privatization, in which collectives of 
producers are kept away from their income and profit. 
Controlling blocks fall into the hands of people, who often 
are not professionals in particular technology. Suffice it to 
recall the fate of Uralmash or ZIL. 


The establishment of close joint-stock companies of pro- 
ducers, which lease an enterprise with the right of buyout 
or on credit for 10 to 15 years and, possibly, for a longer 
period, can be the most normal version of privatization. 


The arguments of the State Committee on the Administra- 
tion of State Property against the establishment of close 
joint-stock companies lie in the fact that budget workers— 
teachers, physicians, and pensioners—will be forcibly 
detached from production privatization... However, for 
this group of people it 1s much more reliable to receive 
money from funds that the state receives from producers 
leasing an enterprise or taking it on credit. This money 
should go to teachers, physicians, servicemen, pensioners, 
and other workers at budget organizations. The receipt of 
shares, most of which are unprofitable, makes it possible 
only to admire beautiful scraps of paper. However, the 
impossibility of significantly raising labor productivity in 
open joint-stock companies, which later it is very difficult 
to make profitable, is the chief thing. Therefore, as in the 
process of conversion into joint-stock companies most 
often there is only a change of signboards. Of course, there 
are also exceptions. However, they do not have an effect on 
the Russian economy. 


A person does not have the sense of being a master if a 
significant part of the profit does not belong to him and if 
he cannot participate in the solution of problems of 
management and of income and profit distribution. Only a 
connection between a person’s labor and its accurate 
evaluation can sharply increase the income and profit of 
the entire state. Why not pursue this directly and rapidly? 


The Ruble Is the Best Commander 


A regular seminar of managers of worker-owned enter- 
prises was held in Moscow a few days ago. Representatives 
of various regions and sectors gathered. One question 
united all of them: How to live next, where to go after 
privatization? 


Opening the debate, Vladimir Tarasov, vice-president of 
the International Association of Worker-Owned Enter- 
prises, said that the development of property relations 
after conversion into joint-stock companies and privati- 
zation, in practice, proceeds in two basic directions. A 
gradual concentration of capital in the hands of few 
managers, who work at a given enterprises, or of outside 
owners is the first path. A gradual transformation of the 
overwhelming number of workers into hired personnel 1s 
the basic tendency of development of such enterprises, 
which, as a rule, function as open joint-stock companies. 
Workers’ ownership of the biggest possible part of capital 
of a given enterprise is the second path. The absence of 
hired workers at such an enterprise, because all members 
of the labor collective are 1ts co-owners to a greater or 
lesser extent, is the most important sign of such an 
enterprise. 
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Movement along the first path leads to the establishment 
of the Russian version of a liberal market economy and of 
a socioeconomic system known by the name of “‘capttal- 
ism.’’ The second path, as its advocates believe, can lead us 
to a social system not resembling a single sociopolitical 
formation known today. Americans Louis and Patricia 
Kelso, founders of the so-called two-factor economy, call 1t 
“democratic capitalism’ and academician Svyatosiay 
Fedorov, “people’s capitalism.” Of course, it is not a 
matter of words, but of the essence of property relations. 


In the opinion of Doctor of Political Science Yakov 
Keremetskiy, a leading scientific associate at the Institute 
of the United States and Canada, worker-owned enter- 
prises represent the most promising form of economic 
activity, to which entrepreneurs in virtually all countries of 
the world give preference to an ever greater extent. In the 
United States alone more than I! million people work at 
such types of enterprises and their number has a stable 
trend toward growth. Yakov Keremetskiy says that inde- 
pendent American researchers almost unanimously recog- 
nize the higher efficiency of their operations as compared 
with traditional private companies. 


The experience of Russian enterprises also emphasizes the 
same trend. In the opinion of Doctor of Economic Sci- 
ences, Prof. Aleksey Boyko, the activity of close joint-stock 
companies and limited partnerships, in which most of the 
capital, as a rule, belongs to workers, unequivocally shows 
its advantage over that of open joint-stock companies. The 
persistence of officials at the RF State Committee on the 
Administration of State Property, with which they “block” 
the path to the formation of worker-owned enterprises. 
evokes surprise. The professor believes that prohibiting 
workers from buying out their enterprise at market value 
and establishing close joint-stock companies does not lend 
itself to any sound explanation. He ts convinced that under 
present conditions workers’ private ownership in collec- 
tive management, especially for small and medium-size 
enterprises, 1s the most acceptable form of management. 


Ronuald Usatyy, president of the ZhBK-100 [Reinforced 
Concrete Structure Plant] Close Joint Stock Company 
(Volgodonsk, Rostov Oblast), cited convincing facts of the 
vigor of its enterprise, 100 percent of the capital of which 
belongs to shareholder workers. In 3 years of management 
after the property buyout the collective, without conflicts 
got rid of careless workers, the labor d'sctpline of owner 
workers rose, the responsibility of specialists and managers 
at all levels for the jobs entrusted to them increased, tt 
became more interesting to work, and no one had to be 
urged on. The collective assigns no less than SO percent of 
the net profit for the development and reconstruction of 
the enterprise. There can be no talk of any eating away of 
the earned funds. The workers themselves are interested tn 
its development. 


Vladimir Kryzhanovskiy, chief expert at the First Moscow 
Radio Parts Plant Close Joint-Stock Company. warns 
against a kind of euphoria in connection with the quick 
“maturing” of owner workers tnto true masters 
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On the Path to Social Partnership 


A. Chubays’ nonacceptance of other forms of privatization, 
in essence, 1s a matter of ambition. Suffice it to recall the 
recent war between the chairman of the State Committee on 


the Administration of State Property and the mayor of 


Moscow. However, whereas the president interceded for 
Luzhkov, which gave the capital a real opportunity to 
exceed the limits of the Chubays concept, the International 
Association of Worker-Owned Enterprises must count only 
on the vital interest of labor collectives. Of course, this ts not 
as weighty as the president’s will, but not so hopeless either. 
It is only a pity that V. Tarasov and his colleagues have to 
spend a great deal of energy on diplomacy: God forbid that 
someone imagine that the association, allegedly, encroaches 
upon someone’s authority. 


Meanwhile, not everything is yet lost. After the conclusion 
of voucher privatization and the transfer of a certain 
number of shares to workers, depending on the chosen 
version of privileges, the problem of creating a mechanism 
of management adequate to the new organizational and 
legal form of the enterprise confronts its managers 


The question 1s not pointless and the situation 1s not as 
deadlocked as may seem at first glance. V. Tarasov offers 
several versions of its solution. 


I will cite only one, the most ingenious. Leaders of a labor 
collective must try to consolidate the shares received by 
workers into a single block in order to have a real opportu- 
nity to affect the subsequent fate of the enterprise itself and 
its workers. [t must be admitted that with this solution 
managers’ dependence on shareholder workers increases. 
However, this circumstance can also be viewed as some 
advantage. because it will spur managers onto social partner- 
ship and a search for compromise with the most active 
shareholders 


The most complicated thing begins here. In order not to 
violate the letter of the law, it will be necessary to convince 
workers belonging to industrial and production personne! 
to establish a close joint-stock company. Shares of an open 
joint stock company formed in the process of voucher 
privatization will be the founding contributions to the 
authorized capital of the close joint-stock company. So to 
say, a pie in a pie, or a baby kangaroo in the pouch of a 
kangaroo. As a result, the formed close joint-stock com- 
pany [sic], which ts an enterprise with 10-percent private 
capital, can become one of the main shareholders of the 
close joint-stock company. 


What does such a cunning combination give? Not violating 
legislation, instead of uncontrolled freedom, which mostly 
ends in failure (in any case this 1s what happens today), 
workers feel some confidence in tomorrow. There are also 
other advantages of such a combination. All of them fit 
into the economic law discovered a long time ago, 
according to which a form of ownership, which combines 
labor, ownership, and management 1n one (single) object, 
is the most effective 


In conclusion | would like to recall one banal truth. All 
forms of ownership can exist under market conditions. 
They should receive the right to their existence not from 
politicians and not from officials, but should demonstrate 
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it in a competition between them, The market, as the 
supreme judge in the economy, will give an evaluation of 
their activity and viability, 


‘Reform’ International Foundation Critiques 
Yeltsin's Edicts 

944E0985B Moscow RABOCHAYA TRIBUNA 

In Russian 24 Jun 94 pp 1-2 


(Article by Stanislav Shatalin, Leonid Abalkin, Stanislav 
Assekritov, Vadim Bakatin, Vladimir Kiryushin, Stepan 
Sitaryan, and Martin Shakkum: “We Welcome the Presi- 
dent’s Intentions. However, Was the Right Path Chosen?” ] 


Ny The new series of presidential edicts confirms the 
ears expressed in the previously published statement by the 
International “Reform” Foundation in connection with the 
adoption of the first package. In our opinion, the president, 
while pursuing well-intentioned aims, has not chosen the 
best path. 


Unfortunately, not one of the edicts of 10 June of this year 
introduces the long-awaited amendments into the policy of 
reforms or attests to new approaches to the system of state 
regulation, in essence, replacing it with the intensification 
of administrative functions of the official central appa- 
ratus. The edicts can also be viewed as a new step 
encroaching on constitutional principles. From the totality 
of the many measures specified in them tt is possible to 


judge Russia's movement toward the regime of a state of 


emergency, when the state illegally invades the private life 
of citizens, entrepreneurs, and commercial structures. 
Thus, there ts a reyection of the development of civilized 
market relations and the formation of a civil society for an 
indefinite period. 


We realize that the present situation requires a radical 
change in the role of the state in the implementation of 
reforms and that a normal procedure for making changes 
in legislation requires considerable time. One can only 
regret that the parliament “came to a standstill” regarding 
the solution of secondary problems, having forgotten 
reform. Undoubtedly, the president can adopt edicts on 
vitally important economic problems, which, in part, 
amend existing legal norms, but with a subsequent 
approval by the parliament. However, this procedure still 
requires respect for the Constitution and for Russian laws, 
tact, and high morality in relations among the authorities 
and, especially, between the authorities and the people 


On the socioeconomic plane the new package of edicts 1s 
noted for the previous fragmentariness and 1s not very 
effective for overcoming the crisis and improving the 
situation. There can be no radical positive shifts in the 
spheres of life that they encompass, because even 
individual correct decisions are of a private local nature. 


Unfortunately, the series of edicts on the housing 
problem, which 1s so important socially, does not contain 
a program of actions, but basically boils down to instruc: 
tive materials on the procedure for the issue of housing 
certificates and for holding contests, demands placed on 
the work of commissions, and so forth. We are con- 
vinced that the approval of instructions 1s the preroga- 
tive of appropriate ministries and departments, but in no 
way of the head of the state. 

The well-intentioned Edict on Housing Credits affirmed 
the status-quo, according to which the majority of those 
that need an improvement in housing will never receive 
loans for these purposes. And it is not even that the 
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presidential instruction contains demands unfeasible for 
simple citizens (guarantee of an insurance company and 
ownership of a land plot or ready housing sufficient for the 
issue Of a mortgage). The lack of interest on the part 
of commercial banks will be the main reason for the 
denial of credit, 


For incomprehensible reasons drafters of the presidential 
edict prescribed for these banks what the credit agreement 
should include, what a credit application contains, what 
should be analyzed during the issue of loans, and so forth. 
However, they limited themselves only to an instruction to 
the government to prepare a draft law on a change in 
taxation on the profit received by banks from the granting 
of housing credits 


Apparently, it did not occur to the authors of the edict that 
at the existing discount rate banks will always incur losses 
from these operations (no citizen will take credits at a 
fantastic interest). Therefore, first of all, thought should 
have been given to how to compensate banks for their 
losses and how to exempt from taxes citizens’ income 
assigned by them for the liquidation of such credits and for 
the payment of interest on them 


The Edict on Improving the Work of the Banking System 
contains only two new points, true, not affecting the very 
system in general 


Che first, concerning the mutual representation of the 
Central Bank and the government, boils down only to 
mutual participation in meetings and, therefore, the 
hidden desire to have the bank “crushed” under the 
government, thank God, 1s not realized in practice. 


The second ts the slight opening of an air vent (not a 
door) for foreign banks. For now de-facto this concerns 
only banks that received the license of the Central Bank 
before 13 November 1993. For the rest the problem, in 
essence, has remained unsolved, but with a reservation: 
Only banks of countries, which will permit the establish- 
ment of departments of Russian banks in their territo- 
ries, will be admitted into Russia. This is more than 
strange, because foreign banks with centuries-long tradi- 
tions, practical experience, a vast spectrum of services, 
authority, and guarantees 1s one thing. However, our 
little-known banks, many with dubious reputation, but 
for some reason demanding the opening of their affihates 
abroad, 1s quite another. The principle of mutuality, 
obviously, will not do here. 


The Edict on Consumer Protection Against Unscrupu- 
lous Advertising provides the Antimonopoly Committee 
with the functions of a court and an arbitration tribunal 
and gives this committee the right to suspend licenses of 
banks, insurance companies, and financial and invest- 
ment enterprises 


The Edict on Measures To Ensure State Management of 
the Economy boils down to a repetition of the old terms of 
conclusion of contracts with enterprise managers, that 1s, 
to only one important, but not the most fundamental, 
element of management. 
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The procedure tor the appointment of state representa: 
tives, according to which this can be done by the president, 
the government, or the Russian Federal Property Fund, 
scems very strange, [tis not clear why the president should 
engage in such personne! matters. However, he ought not 
lower himselfin his rights to those of chairman of the fund 


Edicts on the protection of investors’ interests and on the 
Stimulation of investment activity do not contain serious 
measures to the slightest degree. Perhaps with the excep 
tion of one, which makes it possible to. significantly 
increase the income of mass information media. From now 
on all joint-stock companies without exception, irrespec- 
live of the amount of income, must publish their balances 
and profit and loss accounts in the press every quartet 


The long-awaited Edict on Protecting the Population 
Against Banditry can be considered the most radical. 
Unfortunately, however, itis permeated with anticonsti- 
tutional norms. 


This edict not only violates civil rights, but also fully 
abolishes the principle of presumption of innocence, 
because people will be subject to prosecution and deten- 
tion upon suspicion alone and long betore the institution 
of criminal proceedings. In these cases the “expert's” 
opinion can become the only “proof” of guilt 


The abolition of banking and commercial secrets, inevt- 
tably, will lead to more purposeful thefts at known 
addresses and to criminal rackets. There 1s no doubt that 
“fathers” of organized crime wall find the way to be the 
first to get information, which 1s of such interest to them, 
on the amounts of capital of private individuals and 
commercial enterprises. 


We are convinced that the people are ready to introduce 
a special goal-oriented tax for the maintenance of law 
and order if they see that their personal property and, 
above all, life are protected reliably. However, it 1s 
inadmissible to intrude into private life under the guise 
of a search for criminals. 

The “Reform” Foundation once again appeals to the 
president with the suggestion to stop the operation of 
antidemocratic and antimarket edicts. The path of exclu- 
sive bureaucratic administration and strengthening of the 
role of the official apparatus 1s the path into times of the 
difficult past—a return to a “state of emergency” with tts 
disastrous consequences. 


Today as never before stability and a clear view of the 
prospects for our further advance are needed. The lack of 
the logic of actions completely rules out the posstbility of 
forecasting the development of events. disorients and puts 
citizens and entrepreneurs on the alert, and forces them to 
search for other ways of their survival—ther own. 


Society 1s waiting for an efficient and clear strategic plan 
of actions and a system of specific measures for extr- 
cating the country from the crisis and improving peo- 
ple’s life. The president's intention to do this can only be 
welcomed. However, it must be stated that he did not 
choose the best way. 
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Increase in Crimes Against Foreigners Noted 
Y4I4EOYSSA Moscow RABOCHAYA TRIBUNA 
in Russian 24 Jun 94 p 6 


{Article by Ilona Yegiazarova: “Various Crimes Against 
Foreigners in Russia...”’] 


[Text] Most likely, every Russian has already become 
accustomed to the abundance of foreigners on our streets. 
Some even rejoice at the number of Chinese and Viet- 
namese shuttles: At least they will dress us up a little. 
However, admirers of cheap rags from overseas, obviously, 
do not include workers at law enforcement bodies. For 
them foreigners’ stay in Russia ts an utter headache. After 
all, almost every second foreigner becomes the victim of 
our criminals. A total of 4,500 crimes against foreign 
guests have already been registered this year. Vladimir 
Kolesnikoy, chief of the Main Administration of Criminal 
Investigation of the RF Ministry of Internal Affairs, reas- 
sures: Be that as it may, crimes against foreign diplomats 
have not yet been committed. Really? And what about the 
widely known case of an attack on the worker at the Indian 
(Consulate in Primorye? And what about the cases of 
robbery and extortion of workers at the Canadian Embassy 
in Moscow? Figures of the damage done to foreigners in 
Russia, which were mentioned by V. Kolesnikov, never- 
theless, are impressive: A total of 3 million dollars in 1993. 


However, we should not rush to feel sorry for every foreign 
guest to the last man. since many of them do not remain 
“indebted” to the country of stay: This year foreigners 
have committed more than 11,000 crimes in Russia’s 
territory 


Why are there so many foreign murderers, rapists, and 
robbers in our country? Because in 1992 our authorities 
weakened the regime of entry into the country and now itt 
Is very simple to get into Russia—with false documents 
and without any documents at all. 


(Jr another method: transit through close neighboring 
countries. For example, Iranian and Turkish smugglers 
arrive in Azerbaijan and from there they go directly to 
Moscow. According to incomplete data, more than half a 
million foreigners loiter in Russia now and their number 1s 
increasing every day. It 1s impossible to keep tabs on what 
they are doing. They do not have visas and we do not have 
appropriate laws for clamping down on them. Therefore, 
Russia, accept members of international criminal organt- 
zations! Give them blood and... sacrifice the safety of your 
own citizens! 


Incidentally, residents of China, Vietnam, Mongolia, and 
Finland are among the most active criminal foreigners. In 
general, more than 1,000 foreign citizens are under our 
criminal investigation. However, there are some effective 
results of operational investigation measures. For 
example. the criminal activity of the “Peking group,” 
which committed a series of grave crimes in Russia and 
more than 70 in its homeland, in China, was stopped. A 
group from the Near East, which engaged 1n_hefts and 
imported counterfeit dollars into Russia, was detained. 
However, the number of exposed crimes 1s not small. Even 
the militia does not deny this. And everything because our 
investigators must constantly look around: Is their activity 
not fraught with an international scandal? 
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After all, at the slightest attempt “to trap” foreign crimi- 
nals the question of human rights violation is raised. 
Foreigners picket our state departments and declare all 
possible acts of protest. And so, Russian law enforcement 
bodies must work at their own risk. They cannot even rely 
on the representatives of their own power structures. Here 
is an example: Recently, workers at the Ministry of 
Internal Affairs have detained 426 Vietnamese residing in 
Russia illegally. But they do not know what to do with 
them. There is no procedure for expelling them from 
Russia and no one intends to pay for their departure to 
their homeland. Therefore, workers at law enforcement 
services can only joke about the phantom of our time—the 
“flying Vietnamese.” 


All this could be avoided if we had normal contacts with 
foreign police. Such cooperation can give good results. For 
example, the case of the murder of deputy Aydzerdis was 
exposed largely owing to the interaction with the Turkish 
police. However, this is a rare case. 


But for now we have to be content with hopes; for example, 
about the adoption of the law on foreign citizens; about 
points of migration control; or that the Russian border, 
finally, stops frightening us with its transparency. 


Opinion Polls Survey Support for Economic 
Reform 


944F0871A Moscow OBSHCHAYA GAZETA in Russian 
24 Jun 94 p7 


[Article by Nugzar Betaneli, director of the Institute of 
Parliamentary Socialism: “‘Proceed More Carefully With 
the Politically Active People—They Are Potentially 
Explosive’’] 


[Text] Once again Russia has entered upon a period of 
large-scale social experiments. Therefore, its social stability 
depends—to a great extent—not only on the objective 
development of events, but also on people’s subjective, 
sociopsychological perception of the situation. 


It is useful to recall the prophetic words of the renowned 
Russian psychologist, L. Voytolovskiy, who wrote back in 
the 1920's as follows: ‘An economic system consists of 
strong hoops binding together the barrel of history. But, we 
must not forget that new wine 1s ready to gush through the 
cracks and make hotheads drunk.” 


Are the mass perceptions and mass appraisal of the present 
situation in Russia simple and unequivocal? Two all- 
Russian public-opinion polls, which were conducted by the 
Institute of Parliamentary Sociology in November- 
December 1993 (with a sample of 6,000 respondents) in all 
12 of our country’s economic regions, revealed quite a 
strong divergence, a differentiation of opinions among 
various population groups on one and the same matter. 
For example, as a whole, the so-called “liberalization of 
prices’ is most painfully experienced by 37 percent of the 
population (those persons who consider that “‘this ts 
utterly unbearable”). Approximately half of the population 
(45 percent) regard this situation as “difficult but bear- 
able’: and only 10 to 14 percent of the population consist 
either of those for whom things are “not so dreadful as they 
seemed,” or else those who find the situation “to their 
liking.”’ Let me reiterate that this is the big picture. When 
we analyze the “mosaic” of opinions, it turns out that the 
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most difficult economic situation is being experienced by 
the following two socioeconomic groups—the workers(46 
percent of whom cannot bear the “liberalization of 
prices’’) and the peasants (43 percent of whom cannot bear 
this situation either). It seems that—just as happened 
several times in history—it 1s specifically these two poorest 
social groups that could become the “Bickford safety 
fuses” for all manner of social cataclysms. However, let's 
not jump to conclusions. A comparative analysis indicates 
something else: It 1s precisely among workers and peasants 
that there are fewer politically active citizens nowadays 
than there are in other social classes. Among workers, this 
figure amounts to 9 percent, and among peasants it 1s 6 
percent, whereas—for example—among entrepreneurs It 15 
26 percent, engineers and technicians—1I4 percent, agri- 
cultural specialists—25 percent, staffers in state and 
administrative organs—28 percent, military-service per- 
sonnel-17 percent, and managers of entrepreneurs— 
18 percent. 


Let me remind you that studies done by our Institute of 
Parliamentary Sociology have confirmed the hypothesis 
adavanced by Professor S. Chakhotin (Germany during 
the 1920's) to the effect that the political situation in a 
given country develops under the influence of the psycho- 
logically “active minority of the citizens” (usually 10-12 
percent of the population) and their ‘pressure’ on the 
psychologically “passive majority.” 


As our studies have shown, the proportion of Russia’s 
politically active citizens amounts to 10-12 percent of the 
country’s population. It could be assumed that Russia’s 
politically active citizens would find an outlet for their 
“political energy” in parties, movements, and various 
political associations. However, the all-Russian polls have 
shown that only a minority of them are concentrated in 
parties. Only 3 percent of the workers and | percent of the 
peasants participate (by their own self-evaluations) in the 
activities of Russia’s various parties. There are compara- 
tively more “party members” among entrepreneurs (10 
percent), engineers and technicians (6 percent, agricultural 
specialists (7 percent), intelligentsia in the social sciences 
and humanities (6 percent). Even here, however, there are 
fewer of them than the total number of active citizens in 
each group. 


And, just where 1s the energy of the remaining politically 
active citizens headed or being channeled? It 1s evidently 
one of the paradoxes of our times that only a minority of 
all the country’s active citizens participates in the work of 
parties and movements. The remaining citizens are out- 
side parties and any other kinds of organized forms of 
political struggle. Just what kind of emotional charge 1s 
this enormous spontaneous mass of our country’s most 
energetic persons bearing within itself? As research studies 
have shown, many politically active citizens have been 
“alienated” from the present-day economic and sociopo- 
litical processes. The ‘“‘system” provides them with virtu- 
ally no possibilities for adapting themselves, for finding 
themselves in the present-day economy or politics. On an 
average, 79 percent of Russian voters do not consider the 
present time to be “their own,” and only 10 percent can 
say that “their time” has now arrived. Among politically 
active citizens, the situation seems somewhat more favor- 
able: 21 percent consider this time to be “their own,” but 
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71 percent maintain the opposite opinion. However, the 
viewpoints of the politically active citizens— 
representative members of various groups—are extremely 
diverse, and this points to a danger of their “colliding” and 
clashing. Thus, for example, the following ‘do not con- 
sider this time to be their own’’: 89 percent of the politi- 
cally active peasants, 80 percent of the politically active 
military-service personnel, 72 percent of the politically 
active workers, but only 24 percent of the politically active 
entrepreneurs and 39 percent of the staffers at state and 
administrative organs. 


It may be assumed that what we are dealing with here 1s a 
conflict in the society—something that bears within itself 
not merely or not so much an economic protest (for 
example, many “dissatisfied” active members of social 
groups are—more or less—bearing up under the so-called 
“liberalization of prices’) as a spiritual, psychological 
dissatisfaction among people. 


The politically active population has been alienated from 
an energetic socioeconomic and political life. Nothing 1s 
“removing” or smoothing over its condition of political 
frustration and nervous tension. Therefore, we must reply 
to the question: “Is a social explosion possible?” as follows: 
Unless the present authorities find channels of “‘self- 
realization” for the country’s politically active citizens and 
unless this government creates the conditions for their 
adaptation and inclusion within the public processes, a 
“revolt” of this most active part of society 1s inevitable. 


Urban Citizens Polled Vote for Return to 
Pre-1985 Russia 
944F0873A Moscow SEGODNYA in Russian 25 Jun 94 p 3 


[Article by Lev Gudkov and Vladimir Shokarev (V TsIOM) 
on a survey specially done for SEGODNYA: “Many 
Urban Citizens Miss the Past but a Majority Think That 
There Is No Way Back”’] 


[Text] The attitude toward reforms is shifting from a 
purely ideological bias viewpoint to a plane of practical 
appraisals of the real changes, all the more since the 
reforms’ strictly political goals remain, as before, difficult 
to understand for a large part of society and do not have 
any direct relationship to the people’s daily life; that is why 
they are declaratory to a considerable degree. From this 
comes very strong nostalgic feelings and emotions that it 
would be better if everything had remained as before—as it 
was before perestroyka. These sentiments include real 
regret for past times, a confused and contradictory attitude 
toward the present and a fear or guarded attitude toward 
the future. 


The data, which VTsIOM [All-Russian Center for Investi- 
gating Public Opinion] obtained from a survey conducted 
among Russia's urban population at the SEGODNYA 
newspaper's request, testified to this. A total of 43 percent 
answered “Yes” and 41 percent answered ‘“‘No” to the 
question: ‘Do you agree that it would have been better if 
everything had remained as it was before 1985?”; 16 
percent had difficulty answering. 


The apportionment of replies by social demographic 
groups 1s given in Table 1. 
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Table 1. 
It was better Not at all 
before 1985 
Men ; . 9 4§ 
Women 46 7 
Up to 24 years old 26 | 56 
25- 39 years old 35 48 
40-54 years old . 46 | . 38 
Older than 55 61 25 
Higher education [= | 
Secondary education 40) 43 
Incomplete secondary 56 | | 26 
education 
As a whole. | | 43 4) 











The greatest reluctance to return to the past is observed 
among youth, those occupying high social positions— 
directors and specialists, those working in the private 
sector, and people with significant incomes who are fully 
aware of what the present changes have given them and 
what a return to the past threatens. Thus, the number of 
supporters of a return to the situation before 1985 among 
students 1s twofold less than its opponents. 


What is forcing people to return mentally to those times? 





Table 2. 
It was better before 1985 Not at all 


It was easier to live, 1t was 67 percent 
cheaper 
There 1s a fairer system now 36 percent 


There was more order previously 36 percent 


EE + - + 
| 
! 


It 1s easier to live now 30 percent 
There was confidence in 32 percent 
tomorrow 
Confidence in the future has 17 percent 
| 
appeared 
T 
There was a fairer system | 22 percent 
—— o_o a —— —_ + — = - 
} 
There is more order now | 9 percent 





Price stability and low prices are chiefly important for low 
status and low income groups whose prospects for 
adapting to the coming changes are not great. Confidence 
in tomorrow ts a negative and overturned characteristic of 
today. Purely ideological considerations are in last place. 


Those, who do not want a return to a country of “‘victori- 
ous socialism,” put ideological motives in first place. 
Undoubtedly, it is easier for them to live since the oppor- 
tunities, which have opened up for them, are significantly 
greater than before. 
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Almost a third of those surveyed think that what has 
happened 1s completely natural and unavoidable; Almost a 
half suppose that the path, which has been traveled for 
nine years, has been imposed on the country. The picture, 
which takes shapes when analyzing the replies to this 
question, 1s similar to the previous one. Only those, who 
have adapted the most, think that what has happened is 
natural. Thus, among youth and students, the number of 
adherents of this viewpoint exceeds the number of oppo- 
nents |.5-fold; among business men—threefold. In the 
other groups, the situation is the reverse: The number of 
those thinking that someone has tied the country to 
perestroyka correlates to the number of those holding the 
opposite viewpoint one to one (among the highly educated 
and specialists) or there are 2.5-fold more of them (among 
the older age groups, lowly educated people and retirees). 


A direct correlation exists between the replies to these two 
question: Among those who think that it is better now than 
before 1985, 5S percent replied that what is happening to 
the country is a natural process; on the other hand, 65 
percent of the “nostalgic”’ ones think that the changes have 
been thrust upon tt. 


Is a return to the previous political and economic situation 
possible? The answer to this question 1s striking in its 
unanimity—70 percent of the urban population think that 
a return back is impossible. This viewpoint unites the most 
varied population categories; differences among social 
groups are practically nonexistent. In other words, this 
opinion corresponds to the standard public opinion on the 
situation. Even among the “nostalgic” ones, 57 percent 
think that it is impossible to return to the situation prior to 
1985 and only 22 percent assume that it 1s possible. 


The survey of Russia’s urban population is representative; 
all told, 1,594 individuals were surveyed. 


Kee 


The fact that the communist ideology is in last place for 
VTsIOM respondents, who think that they lived better 
before the reforms began in Russia, is quite natural. This 
ideology itself has retained last place in importance for the 
citizens of the former USSR and even for its leaders. 
Communist propaganda in the USSR had not so much a 
theoretical meaning as a completely applied one. It had to 
train the Soviet person in passivity and obedience. As it is 
turning out today, these features are rooted extremely 
deeply in today’s Russian mentality. Political passivity 
does not permit those, who are suffering from an economy 
of total shortage, to undertake decisive actions; and eco- 
nomic submissiveness does not allow entrepreneurship to 
appear. The latter, of course, is sad but as long as the 
alumni of the Soviet Union retain a sheep-like disposition 
with respect to politics, their yearning for state coercion 
over the economy does not contain any real threats. The 
ease with which the respondents are prepared to accept 
the assumptions about the artificiality of the social pro- 
cesses is most dangerous of all since it creates the soil for 
the success of populists and demagogues. 


[signed]Dmitriy Volkov 
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Tax Inspectorate Head for Creation of Taxation 
Control Commission 


9441-09964 Moscow KOMMERSANT-DAILY in Russian 
17 Jun 94 p 3 


{Article by Natalya Varnavskaya: “The Tax Organs Also 
Want Stability” 


[Text] To a great extent, changes in Russia’s tax policy are 
determined by ‘active lobbying for or against decisions being 
taken.” That was the specific formulation used by Dmitriy 
Chernik, head of the Moscow Tax Inspectorate, at a press 
conference held yesterday. Such was his explanation of one of 
the fundamental causes of the instability of our tax legisla- 
tion. This was the first time that such a statement has been 
officially made by such a high-ranking associate of the tax 
service. 


To Mr. Chernik’s way of thinking, the most important 
factor influencing change in the tax system is the difficult 
financial situation now existing in Russia. By introducing 
new federal and local taxes, the government authorities are 
attempting to compensate for the reduction in revenues to 
the budget—a reduction in revenues caused by the eco- 
nomic crisis in this country (in particular, by the decline in 
production). 


It is precisely such attempts to balance the federal and local 
budgets with the aid of fiscal measures that explain the 
introduction in Russia—beginning in January 1994—of a 
special, new, three-percent tax in favor of the priority 
sectors of our national economy. With the same goal in 
mind—beginning this April—Moscow introduced a six- 
point rate hike on the profits tax (which yielded a more 
than |8-percent revenue increase); also introduced here 
vere three new local taxes. 


Unsystematic changes in tax legislation frequently fail to 
provide the desired increase in the income-producing 
portion of the budget. Such is the case because—in intro- 
ducing new taxes and rates—the officials involved fail to 
take into account the long-term economic or social conse- 
quences of the decisions being made. 


According to Dmitriy Chernik, we must create a “special 
scientific organ,’ which would conduct a skilled, expert 
appraisal of any tax innovations. But—as of now—each 
deputy considers himself entitled to establish or change 
any tax payments or installments (just as—75 years ago— 
any cook considered himself entitled to govern the state). 


An expert tax organ is also necessary in order to evaluate— 
in case of necessity—the feasibility and effectiveness of 
introducing a new tax system. Because, of course, at the 
present time some independent economists have worked 
out several alternative tax systems. In particular, a group 
of experts from Yekaterinburg is proposing a complete 
change in the structure of the present system of taxation. 
They would reduce taxes on profits and income and 
increase the proportion of resource payments and the tax 
on property. 


According to the estimates made by the Yekaterinburg- 
ers, the tax model being proposed by them would bring 
about a quickening of production by means of a more 
efficient use of property already possessed by enter- 
prises. However, Mr. Chernik considers that such a new 
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system would lead to an increase in property taxes and a 
growth of tax pressure on producers, since any develop- 
ment of production would be accompanied by an 
increase in fixed capital. Moreover, middlemen and 
other organizations not directly engaged in production 
would obtain unjustified tax privileges. However, nei- 
ther the viewpoint of the Moscow tax officials nor the 
proposals by the Yekaterinburgers have been supported 
by computations; all the discussions so far have been 
conducted on the emotional level. 


At the above-mentioned press conference, Mr. Chernik 
very carefully evaluated the proposals made by experts of 
the World Bank regarding the introduction into Russia of 
a ramified system of local taxes—taxes that would take 
into consideration the economic and social specifics of the 
regions concerned. In the opinion of the head of Moscow's 
tax service, this proposal would be hardly acceptable for 
Russia because of several reasons. 


First of all, in establishing a new system of local taxation, 
we should take world experience into account, and— 
according to Dmitriy Chernik—most of the world’s eco- 
nomically developed countries are abandoning a multi- 
plicity of local taxes. Moreover, in Russia the introduction 
of additional local taxes is also unfeasible because of their 
low level of efficiency: It is often the case that the expen- 
ditures necessary to collect local taxes are equal to or even 
higher than the sums being collected. (Last year, the 
revenues from local taxes amounted to only 0.4 percent of 
the total sums of tax revenues.) 


By the way, about revenues. As announced vesterday at a 
collegium of Russia’s State Tax Service, during the first 
five months of 1994, some 35.2 trillion rubles were 
collected in Russia, of which 35,2 trillion rubles 
(17.6 percent) were collected in Moscow. 


Industrial Activity for Enterprises for First 
Quarter, Second Quarter Forecast 


9445-09574 Moscow DELOVOY MIR in Russian 
No 113, 30 May-05 Jun 94 pp 12-13 


[Article by Nina Zhukova, Georgiy Ostapkovich, Eco- 
nomic Market Conditions Center for the Russian Federa- 
tion Government: ‘Everything Has Changed for the 
Worse: the Business Activity of Russian Industrial Enter- 
prises in the Ist Quarter and Its Forecast for the 2d 
Quarter of 1994" 


[Text] The TsEK conducted its regular selective survey of 
the business activity of industrial enterprises. The ques- 
tionnaire survey revealed the opinions of the directors on 
the basic directions for the activity of their enterprises in 
the Ist quarter of 1994, as well as intentions for the 2d 
quarter of 1994. 


About 1,400 enterprise directors from II sectors of 
industry, from 30 regions of Russia, with a varied level of 
employee concentration and virtually all types of owner- 
ship, took part in the survey. 
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32 
Number of Proportion of 
enterprises total number of 
polled (units) enterprises 
polled (in %) 
- = - — —————- ————— 
Total 1,329 100 
Including: 
1. Ry sectors of industry 
Fuel industry 29 2 
; : : 3h saceieeieetsnewineeienierens m 
Ferrous metallurgy 16 | 
- - - ~# ~~ —-- +. -_-—--- —-+-- -———- 
Non-ferrous metallurgy 18 | 
_ . — — ~-—-$— --— -- + 
Chemistry and petrochemical 54 4 
industry 
Machine building and metal 317 24 
working 
Timber, woodworking and pulp 163 13 
and paper industry 
Building materials industry 144 11 
— -- -- -— 4 _ —_—_—_— ——— —_—_—_— —_—-— 
Light industry | 178 | 13 
= t — — ae a 
Food industry 368 28 
Milling-grinding and combined 24 2 
fodder industry | 
= - 4 - = a 
Printing industry | 18 l 
Il. By types of ownership 
State enterprises 294 22 
~ oe iainonisananansaainancanes = 
Leased enterprises 21 2 
- digesta oie emetic ios aeajr le epee 
Joint-stock companies, open type 726 ] 55 
Joint-stock companies, closed 152 11 
type 
a —---— — ---——— -_—_ — en om -- _- ——— — 
Limited hability partnership 113 8 
. 7 ae - —_ a a 
Others 23 2 
Results 


In the Ist quarter of 1994, the economic situation of 
Russian industrial enterprises worsened. The greatest 
increase in the last two years was noted in the preponder- 
ance of respondents testifying to a recession over those 
who noted an increase in such basic indicators as the 
production capacity workload and output of basic prod- 
ucts in physical terms. The enterprises cut back their 
investments in production, the situation with financial 
resources of all types became more difficult, and the 
consumers’ demand for finished products noticeably 
decreased. At the same time, a reduction in unfinished 
production and a slowdown in the rise in prices for 
products sold were observed. 


On the basis of the economic situation which formed in 
Russian industry, the managerial corps predicts the 
activity of their enterprises in the 2d quarter of 1994 as 
follows: 


—Approximately two-thirds of the respondents feel that 
the business activity of their enterprises will not 
decrease, but only 14 percent expect it to increase; 


—-55 percent do not contemplate a cutback in the output of 
the basic products in physical terms, including 17 per- 
cent who hope for its increase; 
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—Over 60 percent of the directors predict that there will 
be no decrease in demand for the products of their 
enterprises; 


—Only 7 percent are planning to expand investments in 
production; 


—83 percent of the respondents feel that reserves of raw 
materials and materials in the enterprise warehouses 
will not increase, and moreover, 45 percent expect them 
to decrease; 


—Six out of ten respondents do not contemplate a reduc- 
tion in the reserves of finished products, and moreover, 
every fifth one predicts an increase in them: 


—Only 7 percent mention a possible increase in unfin- 
ished production; 


—44 percent of the directors do not expect that the 
internal financial resources of the enterprises will be 
reduced, but at the same time, only one out of ten count 
on their increase; 


—Only 2 percent predict an increase in budgetary 
financing; 


—Every fifth one reports a possible expansion of the credit 
and borrowed funds of their enterprises; 


—Abvut 60 percent of the directors do not contemplate a 
reduction in the workload of production capacities, 
including 13 percent who expect it to increase; 


—92 percent do not intend to expand the number of 
employees at their enterprises, and moreover, 43 per- 
cent are planning a cutback; 


—91 percent of the directors expect a rise in prices for raw 
material and materials acquired; 


—95 percent do not intend to reduce prices for the 
products sold, and moreover, I! percent count on 
keeping them at the former level. 


Investments 


In the Ist quarter of 1994, the situation with investments 
in industry worsened noticeably. Almost half of the enter- 
prises surveyed made no long-term investments in produc- 
tion. Only 5 percent of the directors noted an increase, and 
about 30 percent noted a decrease in investments in 
equipment and on the whole for the enterprise. The 
prediction for the current quarter was somewhat more 
optimistic: with approximately the same growth indica- 
tors, 21 percent of the respondents report a possible 
reduction in investments. Apparently, with a reduction in 
the interest rate on loans and a decrease in the rates of 
inflation for the last few months, some of the enterprises 
gained the prerequisites for stabilizing investment activity, 
at least on the level of the 2d quarter of 1993. 


Just as in the second half of 1993, capital investments in 
equipment at enterprises of the fuel and machine building 
sector, and also in ferrous metallurgy, decreased to the 
greatest extent: in each case, the proportion of respondents 
noting an increase (3-6 percent) was approximately 
average for the sampling, and over 40 percent noted a drop 
in this indicator. 
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The capital investments of leased enterprises dropped to a 
greater extent than did those of other types of ownership in 
the Ist quarter and will also drop in the 2d quarter of 1994. 


Reserves 


At the beginning of 1994, reserves of raw materials and 
materials in the warehouses of industrial enterprises con- 
tinued to drop. Moreover, the scale of this drop proved to 
be the highest in the last two years: only 8 percent of the 
enterprises surveyed noted an increase, but 60 percent 
noted a reduction in these reserves. According to predic- 
tions, in this half-year, their drop will slow somewhat (11 
and 45 percent, respectively). 


Reserves of raw material and materials have dropped more 
intensively at non-ferrous metallurgy enterprises than in 
other sectors: here, no one indicated an increase, but 
almost three-fourths of the respondents testified to a 
reduction in them. This quarter, the drop in this indicator 
will be most noticeable in the non-ferrous and milling- 
grinding industries. 


Among enterprises with various forms of ownership, 
reserves of raw materials dropped to the greatest extent in 
TOO [limited liability partnerships] and leased enter- 
prises. In the 2d quarter of 1994, the latter will maintain 
their position. Again, just as at the beginning of 1993, a 
positive trend toward a general reduction in reserves of 
unsold products in the warehouses of industrial enterprises 
was noted. This trend, according to the predictions of the 
respondents, will also be maintained in the 2d quarter of 
1994 (31. as against 19 percent). 


In the Ist quarter, the extent to which the reserves of 
finished products were reduced throughout the sectors 
differed substantially. A sharp reduction was observed at 
ferrous metallurgy enterprises: only 13 percent of the 
respondents noted an increase, but 56 percent noted a drop 
in this tndicator. Reserves dropped more noticeably in the 
milling-grinding industry than in the rest of the sectors. 
They remained at virtually the former level in the building 
materials industry and printing sector, and in the chemical 
and light industry they rose somewhat. In the 2d quarter of 
1994, the overall situation for these sectors, with the 
exception of the light and printing industries (drop in 
reserves), will not change. 


Finished product reserves in the warehouses of joint-stock 
company enterprises of the closed type remained on the 
former scale. They dropped to a greater extent in leased 
enterprises in the Ist quarter, and should also drop in the 
2d quarter. 


At almost every tenth enterprise, unfinished production 
increased. It dropped at 28 percent, and was maintained at 
the former level at 29 percent of the enterprises. This 
half-year, the corresponding proportions are expected to 
be 7, 23 and 33 percent. The rest of the directors could not 
fix on an evaluation for this indicator or do not have 
unfinished production at their enterprises. 


Against the background of a general reduction in unfin- 
ished production, its scale remained almost unchanged in 
the fuel, milling-grinding and printing sectors. Respon- 
dents from the light industry reported its increase consid- 
erably more often than did the others (every second one). 
According to predictions, the situation with respect to 
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unfinished production in the sectors is as a whole main- 
tained. Any changes pertain only to non-ferrous metal- 
lurgy, which plans to maintain unfinished production at 
the former level. 


In the Ist quarter of 1994, among enterprises with various 
forms of ownership, the greatest reduction in unfinished 
production was noted at leased enterprises and in joint- 
stock companies of the closed type, and the least—at state 
enterprises. It 1s expected that the situation for joint-stock 
companies and state enterprises will remain unchanged in 
the 2d quarter. 


Financial Resources 


In the Ist quarter of 1994, as compared with the preceding 
period, all the indicators for provision with financial 
resources worsened noticeably. The internal resources of 
enterprises dropped on a large scale: only 6 percent of the 
respondents reported an increase, and almost 60 percent 
reported a reduction in them. Loans were only slightly 
expanded—23 as against 21 percent, respectively. Only 1 
percent of the directors stated an increase in budgetary 
financing. According to their predictions, in the 2d quarter 
of 1994, the dynamics of the enterprises’ internal funds 
will be more favorable (every tenth one indicated an 
increase in them, and 44 percent—a possible reduction); 
provision with credit resources remains on the former 
scale, but budgetary financing will be even less. As before, 
in the order of 70 percent of the enterprises will not receive 
budgetary funds, and 40 percent do not contemplate using 
commercial bank loans. 


Internal capital continued to be reduced considerably 
more intensively in non-ferrous metallurgy than in the 
other sectors: only 6 percent of the respondents noted an 
increase, and 82 percent reported a drop in this indicator. 
A substantially greater reduction was also observed in 
machine building (4 and 71 percent, respectively). As 
before, a more favorable situation was noted in the 
printing sector (17 and 39 percent). In this quarter, non- 
ferrous metallurgy and the printing sector are maintaining 
their position. The situation in the building materials 
industry 1s noticeably improving. 


In the past quarter, at leased enterprises, contrary to the 
expectations of the directors, there was a sharp reduction 
in internal resources. Provision with credit resources also 
dropped to a greater extent herc. On the other hand, the 
most favorable dynamics in internal and credit resources 
were noted in the Ist quarter and are expected in the 2d 
quarter at TOO. 


Prices 


None of the enterprise directors polled noted a reduction 
in the prices for the raw material and materials acquired in 
the Ist quarter, and do not contemplate one in the 2d 
quarter of 1994. In this case, 94 percent of them noted that 
prices rose, and 91 percent—that they might possibly 
increase even further. 


Prices for raw materials increased in the Ist quarter and 
will increase in the 2d quarter of 1994 for virtually all the 
enterprises of the printing sector. 
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Provision with Financial Resources: 
Internal, Budgetary, Credit and Borrowed 
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Prices for raw material increased to the greatest extent for 
TOO, and to a lesser extent—for leased enterprises and 
joint-stock companies of the closed type. 


There was a noticeable reduction in the proportion of 
respondents who noted a rise in prices for the products of 
their enterprises in the Ist quarter of 1994, as compared 
with the preceding period (83 percent as against 93 per- 
cent), and the proportion of those who reported a reduc- 
tion in the former price level rose substantially (14 as 
against 5 percent). As for the predictions by enterprise 
directors, price dynamics for the Ist quarter on the whole 
will also be maintained in the 2d quarter of 1994. 


Prices for products of non-ferrous metallurgy, the building 
materials industry and the milling-grinding and printing 
sectors rose to a greater extent than on the average for the 
sampling. 


Use of Production Capacities 


The capacity workload dropped noticeably in the Ist 
quarter of 1994, as compared with the preceding period. 
For example, a load of no higher than the 50-percent level 
was noted by more than half of the respondents (at the end 
of 1993—37 percent). At only 7 percent of the enterprises 
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did it exceed the 90-percent mark, and at 15 percent it 
proved to be within a range of 71-90 percent (formerly 9 
and 22 percent, respectively). For the entire time of the 
Sampling inquiry, the average load level proved to be the 
lowest, and was only 50 percent, which is 8 percentage 
points lower than the indicator for the preceding period. 


Respondents from the fuel sector (28 percent), non-ferrous 
metallurgy (22 percent) and milling-grinding industry (17 
percent) reported a high (over 90 percent) level of capacity 
use more often than others; a low level (less than 50 
percent) was reported by directors of ferrous metallurgy 
enterprises (75 percent). As a whole, capacities in the fuel 
sector were used almost |.5-fold more intensively than on 
the average for the sampling. A relatively high load was 
noted in non-ferrous metallurgy (62 percent), the timber 
and milling-grinding sectors (57 percent each), printing 
industry (56 percent), and the lowest—in ferrous metal- 
lurgy (41 percent). 


The highest scales of reduction in load of capacities for the 
entire period of the polls were established in the I st quarter 
of 1994: only 5 percent of the respondents reported an 
increase, and 55 percent reported a reduction in this 
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Average Workload Level of Production Capacities 
in Individual Sectors of Industry 
in lst Quarter of 1994 
(according to estimates of enterprise directors, in 2%) 
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indicator. According to their predictions, in the 2d quarter 
the situat‘on will improve considerably (13 and 37 percent, 
respective, ’). 


Among the enterprises with various forms of ownership, as 
before, the highest level of load (56 percent) was noted in 
joint-stock companies of the closed type, and the lov.c«! 
(40 percent)—at leased enterprises. In this case, the latter 
observed a record drop in this indicator over the preceding 
period. It dropped to the least extent at state enterprises. In 
this quarter, enterprises of these categories are maintaining 
their position. 


Employment 


The number of employed dropped to approximately the 
same extent as did the capacity workload: 2 percent of the 
respondents reported a rise, and half—a reduction in 
employment at their enterprises. The drop in employment 
thus accelerated in the Ist quarter of 1994. In the 2d 
quarter, a reduction in employment outstripping the 
reduction in load is expected (4 and 43 percent of the 
respondents, respectively). 


The number of workers at enterprises of the food and 
printing industries dropped on a noticeably lesser scale 
than in the other sectors; on a higher scale—ferrous and 
non-ferrous metallurgy and machine building. In the cur- 
rent quarter, apart from these sectors, employment will 
decrease more intensively than the average indicators in 
the fuel, chemical and timber industries. It is assumed that 


employment will drop to a lesser extent at leased enter- 
prises and TOO, and to a greater extent—at joint-stock 
companies of the open type, in this quarter. 


Output of Basic Products 


In the Ist quarter of 1994, a drop in the output of the basic 
products in physical terms was observed on the greatest 
scale in the last two years: only 8 percent of the respon- 
dents noted an increase, but 6! percent noted a reduction 
in production at their enterprises. In this case the predic- 
tion for the current quarter proved to be less pessimistic 
(17 and 40 percent). 


As before, output in the printing sector dropped less than 
in other sectors. Production fell noticeably in the chemical 
industry and the non-ferrous metallurgy and milling- 
grinding sectors. According to the estimates of the respon- 
dents, in this quarter there is an intensive production 
slump in the latter two sectors; the timber and light 
industries are added to it. 


Among the various forms of ownership, the most substan- 
tial reduction in output was marked at leased enterprises. 
Demand 


As compared with the second half of 1993, a reduction was 
observed in the demand for industrial enterprise products. 


None of the enterprise directors of the milling-grinding 
industry noted an increase, but 59 percen* indicated a drop 
in the demand for their goods. The demand for products of 
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Average Workload Level of Production Capacities 
of Industrial Enterprises of Various Forms of Ownership 
in the lst Quarter of 1994 
(according to estimates of enterprise directors, in %) 
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the building materials industry dropped below the average 
level (S8 percent). On the whole, the least reduction in 
demand was observed for products of the ferrous (37 
percent) and non-ferrous metallurgy (28 percent) enter- 
prises. At the same time, the respondents from ferrous 
metallurgy even hope for an increase in it in this half-year. 
Demand in the timber, milling-grinding and light indus- 
tries will be reduced more intensively than the average for 
the sampling. 


In the Ist quarter of 1994, no substantial differences were 
noted in the dynamics of the demand at enterprises of 
various forms of ownership. In the 2d quarter, the demand 
for the products of leased enterprises will drop less than the 
average. 


The Economic Situation of Enterprises and Sectors as a 
Whole 


For the first time in two years of surveys, less than half (41 
percent) of the respondents described the economic situa- 
tion of their enterprises in the Ist quarter of 1994 as 
uncertain. In this case, there was a sharp increase, by a 
factor of almost 1.5, in the proportion of respondents (53 
percent) evaluating this state as unfavorable. Only 6 per- 
cent regarded it as favorable. The distribution of assess- 
ments of the situation for the sectors as a whole also 


changed for the worse: 57 percent of the respondents 
consider it uncertain, 41 percent—unfavorable, and only 2 
percent—favorable. In the predictions for the current 
quarter, the negative trend of the past period intensified: 
the proportion of directors who expected a reduction in 
business activity for their enterprises (32 percent) substan- 
tially exceeded the proportion of those who contemplate 
an increase in it (14 percent). 


On the whole, the directorial staff of the fuel and machine 
building industries assessed the economic situation of their 
enterprises and sectors more pessimistically than others. 
The respondents from non-ferrous metallurgy described 
their sector as worst of all. Respondents from the building 
materials industry and the milling-grinding, food and 
printing sectors showed the greatest uncertainty in evalu- 
ating the economic situation. In the current half-year, 
business activity at enterprises of the timber, food and 
light industry will drop on a larger scale than on the 
average for the sampling, but it will remain at the former 
level in ferrous metallurgy and the printing sector. 


Among enterprises with various forms of ownership, 
respondents from the leased sector and joint-stock compa- 
nies of the open type showed the most pessimistic attitude 
toward the state of their enterprises and sectors on the 
whole. A relatively better situation is forming at TOO. In 
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the 2d quarter of 1994, the business activity of leased 
enterprises will drop to the greatest extent, and of state 
enterprises—to the least extent. 


Despite the deterioration in the industrial market at the 
beginning of 1994, by mid-summer we may apparently 
expect industrial production to make the transition to a 
phase of equilibrium. 


REGIONAL AFFAIRS 


Nizhniy Novgorod Seeks Additional Hard 
Currency Sources 


944F0859A Moscow SEGODNYA in Russian 
21 Jun 94 p ll 


[Unattributed article: ‘“‘Nizhniy Novgorod Seeks 
Additional Sources of Foreign Exchange’’] 


[Text] On 16 June Boris Nemtsov, the governor of 
Nizhniy Novgorod Oblast, signed a decree on additional 
measures to attract foreign-exchange resources for the 
development of the foreign-economic ties of the oblast’s 
enterprises, modernization of production facilities, and 
support of the social sector. The oblast department of 
foreign-economic relations and resources and the 
Nizhniy Novgorod Customs Service are instructed to 
submit a proposal to the federal government that 30 
percent of the customs payments made by participants in 
foreign-economic business to the Nizhniy Novgorod 
Customs Services’ deposit account be transferred to the 
oblast foreign-exchange fund. In addition, according to 
the decree, the finance department, together with the 
Nizhniy Novgorod Customs Service and the state tax 
inspectorate, are to draft regulations on the procedures 
for collecting registration fees paid by the shippers of 
foreign trade cargo and depositing them in the oblast 
fund. At the same time, a guest fee to be collected from 
foreign citizens in the amount of $1 per day of stay in the 
oblast, and a charge levied in foreign exchange for 
advertisements employing foreign alphabets are to be 
introduced on the territory of the oblast. The money 
accumulated in the fund will be granted to enterprises on 
a competitive basis in the form of investment credits. 
The priority criteria for granting the credit are the social 
and economic importance of projects and the placement 
by enterprises of foreign-exchange assets in accounts in 
local commercial banks. The same decree provides for 
the creation of a Nizhniy Novgorod Insurance Fund, 
whose assets are to be placed in an account in a foreign 
bank for the purpose of insuring Russian and foreign 
foreign-exchange investments. A statute on this fund is 
supposed to be drafted and approved by | July. The text 
of a request to the government and the Central Bank of 
Russia to obtain a license to open a bank account abroad 
will be drafted by the same date. 
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Khabarovsk First Quarter Industrial Figures 
Viewed 

944F0859B Khabarovsk TIKHOOKEANSKAYA ZVEZDA 
in Russian 25 May 94 p 1 


[Article by Khabarovsk Kray Statistics Administration: 
“Production Output and Wages: Industry Performance 
Results for Janua.y-April 1994"] 


[Text] In January-April, compared with the corresponding 
period of the previous year, production output dropped by 
26.5 percent. It dropped by 32 percent in branches working 
for the consumer market and by 25 percent in branches 
producing producer goods. 


In the fuel and power industries, the decline in production 
was not so great as in the kray as a whole and amounted to 
16 percent. The production of thermal energy rose by | 
percent, production of electric power by 5 percent, coal 
extraction by 23 percent, and the primary petroleum 
refining by 26 percent. 


Metallurgical enterprises cut steel production by 22 per- 
cent and production of finished rolled metal by nearly half. 
At the same time, gold production rose by a factor of 1.5, 
production of tin, including secondary tin—by a factor of 
1.6, and production of copper and copper concentrate—by 
a factor of 1.4. 


Enterprises involved in the chemical industry reduced 
production by more than half. 


The situation with regard to the production of output by 
enterprises belonging to the machinebuilding complex has 
been very difficult. Production volume for the past year 
was down nearly 60 percent. In April Amurlitmash and 
Daldizel halted production entirely, and the machine-tool 
plant, Amurkabel, the Khabarovsk Shipbuilding Plant 
imeni Gorkiy, the Nikolayevsk Shipbuilding Plant iment 
Kirov, the Amurmash plant, the Splav plant, and others 
halted production partially. 


In the timber, wood-processing and pulp-and-paper 
industry, production output declined by 39 percent, 
including declines of 38 percent in the production of 
commercial timber, 45 percent in lumber production, 30 
percent in fiberboard production, and 77 percent in ply- 
wood production. Production stoppages occurred in April 
at many of the industry’s enterprises. 


Enterprises in the building-materials industry reduced 
production output by 34 percent, which included reduc- 
tions of 20 percent in brick production, 40 percent in the 
production of precast reinforced-concrete structurals 
and other articles, and 45 percent in the production of 
soft roofing. 


In the consumer goods market, the situation is the fol- 
lowing: The production of light-industry goods declined by 
50 percent, food production—by 27 percent, and the 
production of alcoholic beverages—by 19 percent. 
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The average earnings per worker in industry came to 
nearly R280,000 in April and was up 7.1 percent over 
March earnings and 20.6 percent over earnings in 
December 1993. The consumer price index for goods and 
services in April was 111.2 percent compared with March 
and 147.4 percent compared with December. 


The highest earnings were in the fuel and power indus- 
tries—R61 2,000—while the lowest were at light-industry 
enterprises—R 139,000; the figure for enterprises in the 
timber, wood-processing and pulp-and-paper industry was 
R220,00, and for enterprises in the machinery and 
metalworking industry—R 224,000. 


Legislation Seeks To Protect RF Interests in 
Kaliningrad 
944F 0874.1 Moscow SEGODNYA in Russian 25 Jun 94 p 3 


{Article by Aleksandr Bekker: “State Property Problems in 
Kaliningrad Can Be Solved in a Joint-Stock Company: 
Experts Proposed an Original Method of Combining the 
Interests of the Center and the Region’) 


[Text] Deputies and experts at the Federa! Assembly are 
working out the draft of a bill on reinforcing RF sover- 
eignty on the territory of Kaliningrad Oblast. Within the 
framework of the preparation for hearings in the State 
Duma, they publicly gave a test-run to their ideas at the 
Parliamentary Center. It was obvious to everyone that the 
radical solution to the economic problems of the enclave 
was tied in with attracting the maximum volume of 
investments here—both centralized and non-state. 


Two basic tasks are under consideration in the problem 
of federal capital investments—putting federal resources 
on the territory of Kaliningrad Oblast at the disposal of 
regional authorities, and forming a subsidizing mecha- 
nism, which will give maximum incentive to the eco- 
nomic initiative of the enclave and not require imme- 
diate large-scale financial infusions from Moscow. 


The first of the tasks requires solving the problem of the 
affiliation of the state property in the region and the 
mechanism for its work on market bases, and the 
problem of normal settlements with the co-owners 
according to the results of their activity. The most 
widely-distributed variant of the solution to this prob- 
lem—dividing state property up into federal and 
regional—has already been acknowledged, even by the 
regional authorities, to be unworkable on the territory of 
Kaliningrad. This sort of dividing up, in the first place, is 
of a quite disputable nature, and can therefore not be 
quickly put into effect, whereas the crisis situation in the 
economy leaves no time to spare for property debates; in 
the second place. the splitting up of resources and capital 
in the region deprives the local economy of any chance of 
competing successfully with foreign business, 1n case It is 
widely drawn into the oblast. 


The proposal of the Kaliningrad citizens in the initial 
variant of the draft bill on the status of the oblast 1s not the 
most felicitous, either; the right of an owner to objects of 
federal property located on the territory of the oblast 1s 
transferred to local organs of authority. In this case, there 
is still no clarity as to the grounds on which the transfer of 
this property occurs, and as to what rights the Center will 
continue to retain with respect to controlling the use of the 
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federal property. Other, inevitable questions also arise, 
caused by such a broad interpretation of the concept of 
ownership. In addition, the variant of state property man- 
agement, proposed purely politically for implementation, 
should protect both the Center and the inhabitants of the 
region against the gradual transition of basic land and 
property resources of the kray to the ownership of foreign 
citizens, The prospect, in particular, of their buying up 
land property is already alarming the population, since in 
the future a considerable number of foreign land owners in 
the region will be capable of creating major problems with 
respect to maintaining Russia’s state and economic sover- 
eignty in the enclave. 


In the course of the discussion, the RF Center of Analytic 
Information on the Political Market Conditions 
advanced the most interesting variant of a solution to 
this problem. A joint-stock company was proposed as the 
mechanism for regulating the relations of ownership and 
its market functioning. Participation in state ownership 
of federal and regional organs of authority, the position 
of the federal Center as the dominating owner (holder of 
the controlling bundle), the position of the oblast admin- 
istration as the co-owner of the state property and the 
resident agent of Moscow’s economic interests, as well as 
the agent of the government for administration of federal 
property, can be secured within the framework of the AO 
[joint-stock company]. Within the framework of this 
economic-legal form, state ownership will obtain the 
conditions for efficient use, while retaining the rights of 
ownership of all its co-owners. 


The most successful in this case may be the open type of 
AO, for it is these AO which are better adapted, apart from 
anything else, to drawing in maximum investments. The 
RF government and the local administration are capable of 
coming forth as founders of this type of AO. If this sort of 


joint venture is set up, the joint-stock company will 


inevitably acquire the status of a state company (Russian 
State Joint-Stock Company—RGAO) and the position of 
owner of all the objects of property and all types of 
material resources. It is quite natural for the head of 
administration of the enclave to be regarded as the head of 
this RGAO, if it is approved by the Cabinet of Ministers. 


The organizational-legal form of management of the state 
property of the RGAO also assumes a preferential form of 
settlements between co-owners according to the results of 
activity—dividend from profit, the appropriate share in 
the charter capital. The settlements of the RGAO with the 
federal budget, just like most budget withholdings, can be 
carried out monthly. Settlements between co-owners, how- 
ever—federal and regional authorities—in the form of a 
simple transfer of the share from the profit, will have 
obvious shortcomings. The first and most substantial of 
them—the RGAO administration will become interested 
in declaring as little an amount of profit as possible, in 
order to reduce the losses from transferring dividends (a 
typical problem of most of the domestic AQ). 


To eliminate this shortcoming, the Center's experts 
propose choosing as the form of settlement the monthly 
iransfer to the federal budget of an agreed-upon fixed 
sum (rent), the amount of which can be determined as a 
certain percentage of the total sum of tax collection on 
the property on the territory of the oblast. With the rent 
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form of settlements—regardless of the results of the 
activity of the RGAO management—the federal budget 


is guaranteed to obtain incomes from the management of 


its property, In this case, as the Center's specialists 
confirm, the difference between the gross dividend and 
the amount of rent withholdings becomes the investment 
contribution of the government to the joint venture with 
the regional authorities on management of the state 
property. The problem of centralized investments in 
Kaliningrad Oblast is therefore partially solved without 
encouraging a dependent mood in the region. 


Facts of Armed Clashes in Chechnya Reported 
9441-0874B Moscow SEGODNYA in Russian 
25 Jun 94 p 2 


[Article by Maria Eysment (post-factum), SEGODNYA 
special correspondent: “A Tragedy in Groznyy Needs 
Investigating: According to Eyewitness Testimony, the 
Real Events of 13 June Differ from the Official Version” ] 


[Text] Many of the Russian mass information media 
present the recent events in Chechnya as a struggle 
between the republic's legal authorities and illegal gangs. 
They present the words of the spokesmen of official 
Groznyy, to the effect that there is no opposition, in the 
ordinary sense of this word, in Chechnya, there are only 
criminals who have no support from the Chechen 
people. The official authorities presented the bloody 
events of 13 June as the disarming of the criminal gangs 
of Labazanov and Suleymanov, and moreover, it was 
stressed that the actions of the government troops were 
aimed at preserving order and peace in the capital of the 
Chechen Republic. Moreover, one of the official 
Groznyy spokesmen, jokingly or seriously, declared to a 
correspondent from Moscow that the Chechen authori- 
ties were taking the course of Edict No 1226 of RF 
President Boris Yeltsin “On Urgent Measures To Pro- 
tect the Population from Banditry.”’ In any case, the 
Chechen Ministry of Information succeeded in creating 
an atmosphere conducive to any of Dudayev’s actions 
and in preventing any attempts to investigate the 
difficult situation which had formed in the 
Chechen Republic. 


The SEGODNYA correspondent was at the site of the 
incident on the day after the hostilities. From the stories 
told by the inhabitants of the homes that had been under 
fire, a picture of the events that had taken place in the city 
was formed 


In reality, a meeting of the opposition took place on 11 
June, and there were demands made by armed people on 
the square in front of the presidential palace for the release 
of the revolutionaries from the Niyso (Justice) Party, 
arrested on the night of 12 June. The leader of this party, 
27-year-old Ruslan Labazanov, was also on the square, but 
government troops did not make a single attempt to seize 
him at that time. The operation to investigate the illegal 
gangs of Labazanov and Suleymanov began on the 
night of 13 June. 


The actions expanded into the fourth microrayon of the 
city of Groznyy—one of the most densely populated 
sections of the capital. Labazanov was living here, in one 
of three nine-story apartment houses. Although Sultan 
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Geliskhanov, leader of the Chechen Department of State 
Security, declared that about 300-400 gangsters had 
resisted the government troops, in the words of eyewit- 
nesses to the events, at the time the combat started there 
were 15-20 armed supporters of Labazanov in the house. 
Really sizable forces were advanced against them—aside 
from the OMON troops, 81x tanks of the Shalinskiy Tank 
Regiment, headed by its commander, Saypudt Isayey, 
approached the house. The shooting began at about four 
o'clock in the morning. Witnesses who were in their homes 
at that time unanimously state that the government troops 
opened fire first, and the besieged men answered their fire 
only ten minutes after the firing started. In the course of 
the skirmish, Khoza Suleymanov was seriously wounded, 
but Labazanov managed to hide, having taken hostages. 
The information of Khamid Khatuyey, director of 
Chechen-Press, that two children were among the hostages, 
was also refuted by eyewitnesses, In the words of many of 
them, not a single peaceful citizen was taken hostage. 


The residents of the apartment house also confirm that 
the OMON troops, having carried out the operation to 
seize the weapons, did not disdain seizing the personal 
possessions of the residents who were taking refuge from 
the firing. There was not a single apartment which did 
not fall victim to looting. According to the statement of 
the residents, the OMON Abkhazi Battalion, whose faces 
were concealed by masks, particularly proved themselves 
in this respect. 

Next day, the government forces managed to gain yet 
another “victory” over Labazanov’s revolutionaries: the 
heads of three of them were shown off on Sherk Mansur 
Square. Incidentally, the authorities assure us that they 
were torn to pieces by the infuriated crowd 


Two days later, the residents of the apartment houses that 
had come under fire went to the central square, demanding 
that a government commission be set up to solve the 
problem of compensation for the damages and granting 
acceptable housing to the victims. After this. one of the 
residents of Labazanov’s house, Ruslan Abdurzakov, 
former Chechen deputy minister of Foreign Affairs, was 
charged by republic authorities with “gangster behavior,” 
for which he was immediately arrested by staff members of 
the Chechen Security Department. It was suggested that 
the rest immediately disperse. 


The actual participation of part of the tank regiment in 
shelling the houses shows that the government ts taking the 
opposition of Labazanov, Suleymanovyv and their sup- 
porters seriously. The fact that Labazanov succeeded tn 
remaining free could not help but worry the presidential 
forces. At a meeting of the Chechen Republic Security 
Council, held on 18 June, Dzhokhar Dudayev declared 
that he was not up to date on the bloodshed that had taken 
place in the city. The guilty ones were found immediately: 
Umarov, chief of the Groznvy RUVD [Internal Affairs 
Administration], Movsarov, procurator of Groznyy 
Rayon, Selikhov, chief of the VOKhR [Republic Internal 
Security] and a number of officials were removed from 
their posts and denied the right to work in law and order 
bodies. On the whole, Dudayev remained true to himself: 
he blamed the opposition for all the woes. It was 
announced that the severity of the law would be applied 
not only to the opposition members themselves, but also to 
those who were concealing them. 
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Al present, the overall situation in Chechnya continues to 
be tense: both revenge on the part of Labazanov and new 
attempts to seize him, on the part of the government 
forces, are expected, Labazanov’s whereabouts are so far 
unknown, they know only that he 1s gathering a new group 
and 1s preparing for answering actions. The rumor has 
gone around the republic that the family of Saypudi Isayev, 
commander of the Shalinskiy Tank Regiment, was slaugh- 
tered. No one knows whether Isayev himself was found in 
his house that day. Official authorities have not confirmed 
this information 


As for the inhabitants of the microrayon, the arrest of 
Abdurzakoy has obviously taken away for a long time their 
desire to state publicly the way the government forces 
treated him, and their belief that justice will some day be 
restored, They have already become reconciled to ther 
situation: “It does not matter that everything was burned 
down, the main thing is—we are still alive.” 


Sobchak Assesses His Three Years as Mayor 
Y44F- 09091 Moscow ROSSTYA in Russian 

Vo 24, 29 Jun-S Jul 94 ps 
[Report on interview with Mayor of St. Petersburg Ana- 
tolily Sobchak by ROSSIYA Editor in Chief A. Drozdov, 
Deputy Editor in Chief A. Yevlakhovy, and regional bureau 
chief Yu. Svetov: “Anatoliy Sobchak: ‘It Has Been Three 
Years Since I Became a Mayor...""’] 


[Text] /f one returns to the northern capital after a long 
while, one gets the impression that, having regained its old 
name, St. Petersburg ts losing, as Danul Granin once put tt 
the image of a city with an oblast center fate and 1s 
acquiring the features ofa Western outpost of the country. It 


iS like a thorn in the side of the current followers of 


Eurasianism and “national originality,” since it ts increas 

ingly coming to resemble West European capitals. There 

fore it should not be surprising that the conversation with its 
mayor, conducted by ROSSIYA Chief Editor A. Drozdov, 
Deputy Editor in Chief A. Yevlakhov, and regional bureau 
chief Yu. Svetov, concentrated on the issues of the city 
merging into the world economy and culture. And since 
{natoliy Sobchak also is one of the leaders of the RDDR 
[Democratic Reform Movement of Russia), they did not 
leave out the problems of the current political situation, as 
well as forecasts for the near future 


For many people, this spring evokes reminiscences of 
events going back five vears, when the first Congress of 
USSR People’s Deputies convened for its session. So much 
has changed in the political arena of our country since then 
that | am now one of the few politicians of that first 
democratic draft who have not retired but continue to 
work on the transformation of Russian society. Hence 
probably the cornucopia of questions | am being asked on 
the internal political situation in Russia. What awaits us in 
the coming days or months? Speaking of a long-term 
forecast, the current situation 1s more favorable, more 
stable than it was at this time last vear 


The new constitution created certain conditions for the 
legal development of Russian statehood. which 1s why the 


opposition, too. embarked on a struggle to gain power by 


legal means. It 1s clear that in the 1995 parliamentary 
elections and 1996 presidential elections it will attempt a 
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revanche and a return to powe! but legitumately. We now 
have a political break for a reasonably long time. allows 
democratic forces to fortify their positions. If we use this 
Current interim period to maximum elfect i the interests 
of reinforcing the democratic system and overcoming the 
economic crisis, we can also firmly count on strong: 
political positions at the upcoming elections 


On the whole my long-term prognosis 1s optimistic. We se 
the beginning of a certain progress in the economy. Light 
industry enterprises and footwear makers, having learned 
to work calmly, without complaints, are pulling out of the 
crisis. Of course, VPK [military-industrial compicx] enter 
prises have it the hardest, but even they are beginning t 
overcome the crisis 


About two months ago the situation at the Kirov Plant 
became quite grave. it was in danger of stoppage. trade 

unions were preparing to strike. eceiving this informa 

tion, the mavoralty got actively involved and tned to find 
an interest-free loan for the plant, credit to set up bus 
manufacturing. We turned to the Governments of Russia 
and Kazakhstan, since these countries are the mat con- 
sumers of the Kirov Plant's products. In short. we pre 

vented the stoppage of the main assembly line—tractor 
production, thus providing work for tens of thousands of 
plant workers. Shortly afterwards. however. a similar situ- 
ation emerged at the Svetlana plant: 
workers picketing the plant administration building. When 
Filatov and Khizha were directors there it was a flour- 
ishing enterprise, and now it 1s a total failure. It became 
obvious that the first person cannot handle his respons: 
bilities. and 1s not protecting the interests of either the 
plant or the workers. I anticipate the question: Why did the 


itcame tothe naint of 


mayoralty wait for a crisis, and not interfere in time? T wall 
answer unequivocally: This ts a joint-stock society [AQ] 
and it is illegal for the mayoralty to interfere ir its 


commercial activities. It was our initiative to convert the 
city’s industrial giants into AO’s. However. son 
cannot and do not want to exist separately trom the stat 
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The current directors are not terribly concerned when a 
plant 1s 1idle—they personally lose nothi: 


their salaries and all auxiliary income. Many oi them. since 
the law does not prohibit it, are cofounders and co-owners 
of numerous commercial structures that have sprouted up 
on the same enterprises they manage. Therefo ay 

no anxiety regarding their future. even if thev bring th 
plant to a complete halt and disintegration. There ar 


instances of such managers earning RIOG millon in divi 
dends last year from participation in commercial activitie 

In this connection we cannot leave out the problem of the 
qualitative state of supreme authority in the country and 
the cadres that comprise it. Much 1s being said and written 
about this. I] will begin with the parliament. Dep 


busy feathering their own nests and. settling polit 
scores. | would rather not go into a detaticd appraisal of 1 


State Duma: I think, though. that it 1s a good t! that 
provisions have been put into the const 
Duma’s role to lawmaking 


t 
tl 


These people simply foolish! 
money. to which they have gained access. Things are far 


from perfect in the executive power Struct 
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which 1s constantly being brought up at presidential con- 
ferences, at expanded meetings of the government, in 
which | participate. Documents sent to them are fre- 
quently lost or circulate endlessly. | will give you an 
example of one undertaking that was never resolved post- 
tively, and I still cannot understand why. It ts well known 
what 1s happening with respect to nonferrous metals—how 
we ourselves made our Baltic neighbors the main exporters 
to Europe. Two years ago I petitioned the president and 
the government to ban acceptance of nonferrous metals 
and metal scrap trom individuals by recycling centers and 
corresponding commercial entities. This would enable us 
to stop the activities of those who break elevators, cut 
cables, and dismantle plant equipment tn order to sell 


copper, bronze, and brass to recyclers by the hundreds of 


kilograms, and to make them legally culpable together with 
the buyers. Both Boris Nikolayevich and Viktor 
Stepanovich attached opinions supporting our proposal. 
Well, what do you know—the issue 1s still hanging, unre- 
solved. | am convinced that there are people behind it who 
have a stake in not having this ban altogether or delaying 
it as long as possible. 


A few days ago it was three vears since | became mayor. 
The most important direction, my personal passion. so to 
say, over all this time was to attract banks to our city. For 
any state. concentrating all monetary resources and the 
entire banking system in one city ts fraught with negative 
consequences, especially in a state as huge as Russia. 
Today, however, 85 percent of the money in the country ts 
in Moscow banks. I said as long ago as 1990 that St. 
Petersburg must be turned into a parallel banking center, 
which in time should become the primary one. There ts 
nothing new tn this: the role of our city as the leading 
Russian banking and tinance center 1s being restored. This 
is a world standard—having the political capital in one city 
(Washington, Paris, Bern, Rome), and the banking capital 
ina different one (New York, tvons, Zurich. Milan). It 1s 
always good for the banks, for finances to maintain a 
certain distance from the powers that be. especially from 
the government. Less influence. less opportunity to make 
them spend money on the wrong things. As to Russia, tt 
should have several banking centers in accordance with the 
distribution of the main economic potential of the country. 
In Siberia—either Novosibirsk or Krasnoyarsk; a serious 
banking center 1s needed in Yekaterinburg, which would 
attract the corresponding regional structures; in Nizhniy 
Novgorod; in the south—prohably Rostov. These are five- 
six major banking centers, which are capable of creating a 
stable credit and finance structure for Russia 


In this respect St. Petersburg 1s second and presents serious 
competition to Moscow, although so far not as an equal. St. 
Petersburg already has about 100 banks, when I began to 
promote this idea there were only nine. We have set up an 
International Banking Institute in our city, and we train 
banking professionals ourselves. We have held three inter- 
national banking congresses, a session of the European 
Bank for Reconstruction and Development. We were the 
first to open full-scale activities of several foreign banks: 
soon banks from the United States, Finland, and the 
Netherlands will open branches here. So the transforma- 
tion of St. Petersburg into a banking center 1s an idea 
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thought through from the very beginning and a consis- 
tently implemented policy. By the year 2000 we want to be 
able to compete not only with Moscow, but also with world 
financial centers 


A few words about my personal plans. There have been 
many false rumors regarding an assassination attempt 
against me. Such talk has been around for a long time; 
various nationalist and communist organizations, which 
see In me one of the most overt—and therefore danger- 
ous—enemies, have openly talked about it. As to the 
group arrested by the FCS [Federal Counterintelligence 
Service] directorate, this 1s their internal affair, in which 
| never interfere, especially now that | am personally 
involved. In this sense | am a fatalist: When a person 1s 
engaged in activities that expose him to the public—a 
politician, an actor—he therefore assumes a certain risk. 
When I was a university law professor there was no risk; 
now there ts. I sav frankly that 1 do not intend to 
participate in the presidential race This is a firm, 
considered decision. My concern today 1s to make a 
concerted effort to nominate one candidate from the 
democratic forces, as we did in 1991. To avoid scattering 
and prevent new Khlestakovs or neocommunists from 
succeeding. This is precisely how | see my role in doing 
something positive for Russia’s future. As to my plans 
after 1996—let us live this long and see... But they are 
mainly tied to St. Petersburg, they are built in a such a 
way that with any development of events I will stay and 
work here. Life proves that this 1s a correct decision. 
Here I not only work—I see the results of what has been 
accomplished. Russia, on the other hand, is big—you 
may spend your whole life on 1t and never see the results. 


Petersburg Council Unsure of Its Role 
944F0909B St. Petersburg SANKT PETE RSBURGSKIYE 
VEDOMOSTTI in Russian 5 Jul 94 p § 


[Article by Ye. Dolgopyatova: “So Far. Deputies Elected to 
St. Petersburg City Assembly Feel Like “Ceremonial 
Generals’ 


[Text] Three months have already passed since the elections 
to the St. Petersburg City Assembly. As is known, it is not 
yet empowered, since in the end only half of the deputy seats 
were filled. What to do? The 25 elected deputies are trying 
to decide. Should they wait until the fall when additional 
elections will (or will not?) be held to the assembly, or 
begin doing something for the city? 


They decided to begin doing something. And 1n order to 

give the assembly at least some legal status, they formed 

for now a permanent conference—something akin to the 
( 


old presidium of the Leningrad City Council or the Inner 
Council. 


The formation of this not quite comprehensible body 
proceeded extremely slowly. Take for instance its rules— 
an eight-page list of “commandments,” which was dis- 
cussed, amended, and continuously expanded over two 
months. In keeping with these rules, the permanent con- 
ference’s meetings are held twice a month on Wednesdays 
from 1500 to 1800. Literally everything 1s detatled in the 
rules: from registration of participants arriving for the 
meeting and procedures for discussion of questions on the 
agenda to the rules for submitting amendments and voting 
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on them. In short, everything as in real life. Everything 
indicates that the deputies are experiencing a certain 
discomfort from being in the role of “ceremonial gener- 
als,”’ chairing certain celebrations but not having any 
troops. However, by making for themselves an “army” in 
the form of a permanent conference, the deputies still do 
not have the right to decide on anything. Their advice and 
recommendations, alas, have no force. Therefore the exec- 
utive authority in the city, which is supposed to be under 
the oversight of the legislative branch, can easily continue 
to ignore the cables from Martinskiy Palace. The deputies 
may participate in city government meetings, work tn their 
electoral districts, and meet with the public. By the way, 
some deputies took an active part in the celebration of City 
and Victory Day, the 50-year anniversary of the Nakhimov 
School, and visited the theological academy where they 
had a conversation with Metropolitan Ioann. 


Well, how do the actual meetings of the permanent con- 
ference proceed? Not without help from former Petrosovet 
[St. Petersburg City Council] deputies, from the very first 
weeks they became an example of the universally familiar 
procedure game, in which, in sacred keeping with this 
document, debates on any topic can continue ad infinitum. 
For instance, one of the most colorful procedural argu- 
ments—who was to chair the next meeting. In the very 
beginning, when journalists were not yet allowed into the 
meetings, a group of deputies, fearing manifestations of 
“speakers disease’ from the familiar example of Ruslan 
Imranovich, decided to propose an “outsider” to chair 
their meetings—Boris Motseyev, former deputy chairman 
of the Petrosovet famous for his restraint. It should be 
noted that the international practice of parliamentarism 
probably has never seen anything like this. Boris Moiseyev 
did indeed manage to maintain neutrality. However, we 
have to keep in mind that he was also on the ballot for a 
deputy seat from The City We Love bloc but did not make 
it. And The City We Love ts currently represented in the 
assembly by the largest group of five deputies. And, which 
1§ Quite natural, members of other blocs gradually started 
to display clear discontent over the outside moderator. 
Replacement of the chairman took place, in keeping with 
the rules, through the procedure of a two-round secret vote 
which took two and a half hours. As a result the Varangian 
was expelled, his place to be taken as a first-time chairman 
by Deputy Anatoliy Krivenchenko, but only for one 
meeting. Every Wednesday the deputies elect a new 
meeting chairman. 


The imperfect and intricate rules, to which the deputies 
devotedly adhere, apparently will continue to hamper their 
work for a long time. For instance, they decided to 
self-organize—divide into working groups along different 
lines of work. Mikhail Amosov proposed a quite accept- 
able draft decision on this subject—to separate by the 
method of “‘self-signing” into groups on finance and eco- 
nomics, legal and social affairs, the city economy and 
ecology, property and land issues, and then elect group 
coordinators and begin preparation of decisions, which the 
full city assembly will formally adopt in the fall. 


However, Deputy Aleksey Liverovskiy proposed a dif- 
ferent “break-up” scheme—not by groups but by sectoral 
lines and functional blocs. As a result, two more meetings 
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were spent studying both drafts for self-organization, and 
even after three meetings the “break-up” had to be 
postponed until the fall. 


We want to inform our readers of at least some preferences 
of the people we elected. Most—13 persons—wanted to be 
working on finance and economics, and cight-—on property 
and land issues. The smallest groups were comprised of 
those who wanted to burden themselves with social prob- 
lems (five deputies) and the city economy and ecology (six). 
I am not trying to criticize the deputies for what they do and 
how they do it. After all, their situation is not enviable—so 
they were elected, now what? I asked some of them to share 
their impressions of the first months of work. 


Lev Karlin, rector of the Hydrometeorologica! Institute: 


“So far we are completely disorganized; we do not have 
any structure, any organizational beginnings, any fac- 
tions—that 1s the reason for such helplessness. There are 
people with different interests among deputies, with dif- 
ferent political views, and we have not yet found a method 
of interaction. Generally, this 1s a very hard time for the 
city assembly deputies: People come to us with their pain, 
complaints, and pleas and we cannot help anyone legally, 
in a concrete way.” 


Vladimir Golman, general director of AO [joint-stock 
company] Lenstroyzhilservis: 


“Until we are organized in a purely structural sense, it 1s 
hard to start working. Meanwhile, it needs to be done— 
develop normative acts the city needs and which may help 
it to develop normally. Although, in my opinion, it ts not 
the best road—adopting laws for a village, settlement, and 
even St. Petersburg. In England, for instance, they adopted 
a constitution 600 years ago and sull live by it, adding 
normative acts to it as needed. I understand that it ts 
important to do good things for the city, but we have not 
reached this point yet.” 


Sergey Nikeshin, president of XX Trest corporation: 


‘We have two options: either engage in concrete endeavors 
and work in the districts with voters, or do it in the 
Mariinskiy Palace, but also ima concrete way. Unfortu- 
nately we have not yet been able to get fruitful work going 
within these ceremonial walls. Our “Wednesdays* pass in 
useless arguments. There are increasingly more people who 
come to the meetings to say something, to make some 
political statement. I am against such a practice and 
categorically oppose it.” 


On purpose, I posed these questions to deputies who hold 
high-level economic or administrative jobs in our city. 
Because the reaction of people who value their job, profes- 
sion, and, if you wish, even the prestige of ther job 1s very 
indicative—all of them absolutely abhor the fruitless waste 
of time in deputy procedures games. As to the former 
Petrosovet deputies elected to the assembly, their reaction 
to the happenings is quite normal. 


As a result. here are the “important” problems that so far 
have been discussed in the Martnskty Palace: creating 
initiative groups to develop statutes on the assembly's 
press center and press service and on procedures for 
accreditation of journalists. Anatoliy Kravtsov and Leonid 
Romankov were tasked with preparing an opinion on the 
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draft law of the Russian Federation “On the Library 
Business." The deputies intend to analyze the activities of 
the old Petrosovet and appraise the work of the city 
administration, Deputy Shukhrat Sayfullayev’s dream is to 
organize no later than November a city assembly television 
channel and newspaper, bringing in physical persons for 
registration. 


True, an attempt was made to resolve an issue that is most 
sensitive for our city: free medications for its residents. 
This was the issue Deputy Valeriy Selivanov asked his 
colleagues to concentrate their attention on. 


The deputies invited to their meeting the city govern- 
ment’s Deputy Chairman V. Mutko, Health Care Commit- 
tee’s Chairman V. Koryukin, and Committee of Pharma- 
ceutics Chairman T. Zaychenko. None saw it fit to show 
up at deputies’ conference: Such is currently the new 
legislative power’s authority in the city, such is its legal 
status—none. 


In the deputies’ opinion, this status was once again con- 
firmed by the directive recently signed by the mayor: “On 
Support for the Activities of the Deputies of the St. 
Petersburg City Assembly."’ The mayor, stated the depu- 
ties, de facto limited their rights—he prohibited them from 
hiring experts on their own and transferred this function to 
his staff, he does not intend to pay for their long-distance 
telephone calls, and permitted them to use state-provided 
cars no more than three hours a day. Some noted with 
regret that the line item regarding hospitality expenses for 
foreign delegations has been taken out of the estimated 
budget. It should be noted, however, that even with some 
savings, the deputies cost the city R30.3 million monthly. 


In the history of our state we have seen all sorts of attitudes 
toward authority. There was a time when at the word 
“authority” everybody rose up, snapped to attention, 
saluted, engaged in prolonged applause, and unconditionally 
approved. Then the time came when we simply did not 
respect it, hated it, were ashamed of it, wondered about it. 
Then we hoped, dreamed, and got tired of waiting. So, which 
stage of our feelings toward authority are we at now? 


Tatarstan Passes Law on Consumer Budget 


944709174 Kazan RESPUBLIKA TATARSTAN 
in Russian 7 Jul 94 pl 


[““Law of the Republic of Tatarstan: On the Minimum 
Consumer Budget in the Republic of Tatarstan”’] 


{ Text] The present law shall establish the legal basis for the 
development and approval of a minimum consumer 
budget and also its use in resolving issues in the area of 
socioeconomic policy in the republic. 


Article 1. The concept of the minimum consumer budget and 
its composition 


The minimum consumer budget shall be the cost of a 
balanced selection of food products, durable goods, taxes, 
and services necessary for maintaining the active physical 
condition of the individual and reproduction of the 
work force. 


The value amount of the minimum consumer budget shall 
be determined on the basis of data from state Statistics on 
consumer prices in effect on average per capita in the 
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Republic of Tatarstan, in the various regions of the 
Republic of Tatarstan, and in the main sociodemographic 
groups of the urban and rural population. 


Article 2. Purpose of minimum consumer budget 
The minimum consumer budget is intended for: 


—implementation of current and formation of future 
socioeconomic policy; 


—determination of the amounts of wages, stipends, and 
other social payments; 


—analysis and prognostication of change in the standard 
of living of the population of the republic; 


—evaluation of the level of material support for citizens of 
the republic; 


—implementation of programs for social protection of the 
population. 


Article 3. Determination of the composition of the minimum 
consumer budget 


The composition of the minimum consumer budget shall 
be established and revised by the Cabinet of Ministers of 
the Republic of Tatarstan with the participation of the 
Tatar Republic Trade Union Council no less frequently 
than once a year, taking the socioeconomic development 
of the Republic of Tatarstan into account. 


Article 4. Application of the minimum consumer budget 


The minimum wage of workers at enterprises with all 
forms of ownership may not be less than the value amount 
of the minimum consumer budget. 


The amounts of grants and other social payments shall be 
established in relation to the amount of the minimum 
consumer budget in compliance with legislation and other 
normative acts. 


Article 5. Publication of information on the minimum con- 
sumer budget 


The value amount and the composition of the minimum 
consumer budget shall be published periodically in the 
mass media. 


Article 6. On the enactment of the present law 
The present law shall take effect on | July 1994. 


[Signed] President of the Republic of Tatarstan M. 
Shaymiyev 
Kazan, 8 July 1994 


Tatarstan Journalists on Material Hardship 


944F0917B Kazan RESPUBLIKA TATARSTAN 
in Russian 7 Jul 94 p 1 


[Article by the editorial board of the newspaper 
RESPUBLIKA TATARSTAN: “The Alarm Signal’’] 


[Text] Dear readers! Not so long ago we reported to you 
that because of a lack of paper the printing of a number of 
republic newspapers, including our own, was on the verge 
of coming to a halt. But then it all “blew over’’—the 
Ministry of Finance allotted the funds. Aias! There was not 
even enough for the newspaper and magazine publishing 
houses to settle their debts (certain newspapers were 
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printed on others’ paper) and by 6 July they had increased 
to 193 tonnes. All the reserves of the publishing house were 
exhausted and its director, D.T. Khayrulina, notified the 
Ministry of Information and the Press and the editors that 
a number of newspapers would no longer be printed. So 
today's issue of our newspaper could turn out to be the last 
one before an interruption of indefinite duration. 


In its 77-year history our newspaper, which has always 
been the leading publication in the republic with a large 
reading audience, has never before been in such a difficult 
and degrading position. Even in the disturbed times of the 
Great Patriotic War KRASNAYA TATARIYA was regu- 
larly printed and promptly delivered to the subscribers. 
Never before have the journalists received such low wages 
as they do now. The girls in the legislative-executive offices 
who retype and distribute papers to the offices receive 
more than the leading journalists of the republic do. Never 
before have the founders (in our case, the Presidium of the 
Supreme Soviet and the Government of the Republic of 
Tatarstan) shown such contempt and apathy regarding the 
fate of the newspaper. Yet they regularly deliver for 
publication edicts and laws, speeches and reports, decrees 
and notices of transfers, meetings, and conversations of 
highly placed individuals etc. Then the members of parlia- 
ment, ministers, chiefs, and their deputies and assistants 
vie with one another to fly to foreign countries—alone or 
as entire delegations. The aircraft engines strain, taking 
them to mingle with Turks, Americans, Saudi Arabians, 
and other Palestinians. Send-offs and greetings, receptions 
and dinners, presents and presentations, press centers and 
agencies.... New publications are starting up, and now the 
portraits and reports of transfers of republic personalities 
are printed not in two but in four newspapers. And 
millions of rubles are needed everywhere. And they are 
found. Our newspaper and several others are the only ones 
for which funds are not found. 


We would like to hope that our high cofounders will finally 
attend to the impoverished position of the republic press 
and take the necessary measures. 


Tatar Procuracy Reviews Milli Medzhlis Law 


944F0897A Kazan IZVESTIYA TATARSTANA in Russian 
6 Jul 94 pl 


[Unattributed article: “Milli Medzhlis Dissolved?”’] 


[Text] Yesterday a proceeding took place in the 
Vakhitovskiy Rayon Court in Kazan on a representation 
of the Procuracy of the Republic of Tatarstan [RT] entitled 
“On Revoking the Laws ’On the Milli Medzhlis’ and ‘On 
People’s Deputies and Local Bodies of the Milli Medzhlis,’ 
Adopted | February 1992 in the All-Tatar Assembly.” 


The representation, signed by Sayfikhan Nafiyev, procu- 
rator of the Republic of Tatarstan and State Counselor of 
Justice 3d Class, points out that the Milli Medzhlis “‘is 
actually an organizational structure that has illegally 
appropriated to itself the powers of the constitutional 
bodies of government.” And since the Milli Medzhlis “was 
not formed in accordance with the RT Constitution, it may 
not be recognized as a body of state authority at all, much 
less as a legislative body.” 


The defenders of the Milli Medzhlis stress in this connec- 
tion that it did not even lay claim to the power of the state. 
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The Law on the Milli Medzhlis pointed out that the “Milli 
Medzhlis is the supreme representative body of the Tatar 
people,” that 1s, a body expressing the interests of the 
ethnos. The logic of the RT Procuracy, from what one 
understands, consists of the following: If this is not a body 
of the state, but some public organization, even if it aims to 
express the interests of the entire ethnos, then that organi- 
zation is not entitled to adopt any kind of law, which, as is 
well known, 1s a legal enactment of the power of the state. 
Ildus Sofnullin, representative of the Procuracy, then, 
stood his ground: “The laws adopted should be revoked as 
unconstitutional.” 


Fauziya Bayramova, chairwoman of the Milli Medzhlis, 
observed for her part that some of the articles of the Law 
on the Milli Medzhlis were incorporated in the RT Con- 
stitution, and now many small peoples—Circassians, 
Shorty, Khakassians, Tuvinians, and even Russians left 
outside the boundaries of Russia, are interested in this law. 





Having heard the arguments of the parties, the court under 
presiding judge Ruzaliya Bagavova made a decision after a 
half-hour conference to honor the representation of the RT 
Procuracy and revoke the laws of the Assembly as contrary 
to Article 89 of the RT Constitution. The Milli Medzhlis 
intends to appeal the decision of the rayon court to the RT 
Supreme Court. 


Tatar, Sverdlosvsk Chiefs Sign Communique 
944F-0897B Kazan IZVESTIYA TATARSTANA in Russian 
6 Jul 94 pt 


{Communique issued by F.Kh. Mukhametshin, chairman 
of the Supreme Soviet of the Republic of Tatarstan, and 
E.E. Rossel, chairman of the Sverdlovsk Oblast Duma: 
“On the Results of the Visit of the Delegation of the 
Sverdlovsk Oblast Duma to the Republic of Tatarstan’’] 


[Text] A delegation of the Sverdlovsk Oblast Duma, 
headed by E.E. Rossel, chairman of the Sverdlovsk Oblast 
Duma and president of the Association for Economic 
Interaction of Oblasts and Republics of the Urals Region, 
made an official visit to the Republic of Tatarstan from 4 
to 5 July 1994. 


During the visit there were meetings and official negotia- 
tions with M.Sh. Shaymiyev, president of the Republic of 
Tatarstan, F.Kh. Mukhametshin, chairman of the 
Supreme Soviet of the Republic of Tatarstan, V.N. Likh- 
achev, vice president of the Republic of Tatarstan, and 
members of the Presidium of the Supreme Soviet and the 
Government of the Republic of Tatarstan. 


During the visit there was an exchange of opinions on a 
broad range of matters of mutual interest. The sides 
emphasized the need for joint efforts in organizing broad 
horizontal relations between regions, in the democratic 
and consistent restructuring of the Russian Federation, 
and in further decentralization of administration of the 
economy, and they discussed the possibility of Tatarstan’s 
joining the Association for Economic Interaction of 
Oblasts and Republics in the Urals Region. 


The parties agreed on interaction of legislative and 
executive bodies of state authority, on b vad exchange of 
information on their activity, and they advocated close 
coordination of law enforcement agencies in fighting 
organized crime. 
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In the exchange of opinions there was a concurrence of 
views On many problems in political, social, and economic 
life. 


The parties emphasized the need to establish direct con- 
tacts between Sverdlovsk Oblast and the Republic of 
Tatarstan in the areas of the economy, culture, science, 
and education, and to guarantee the ethnic and cultural 
demands of the Tatar population in Sverdlovsk Oblast. 


An understanding was reached on conclusion in the near 
future of an agreement on economic, scientific-technical, 
and cultural cooperation between Sverdlovsk Oblast and 
the Republic of Tatarstan. 


The visit took place in an atmosphere of friendship and 
mutual understanding. 


The text of the communique was prepared in the Russian 
and Tatar languages and signed in the city of Kazan on 5 
July 1994. 


Novosibirsk Hosts World Bank, IMF Visitors 


944F0897C Novosibirsk VECHERNIY NOVOSIBIRSK 
in Russian 5 Jul 94 p 3 


[Unattributed article: “‘World Bank and IMF Show 
Interest in Novosibirsk”’] 


[Text] A delegation of the World Bank has visited out city. 
The well-known financial organization 1s preparing to extend 
aid to our country and increase the effectiveness of manage- 
ment and the functioning of the social sphere. A project will 
be carried out in three Russian oblasts, including 
Novosibirsk Oblast. World Bank experts are analyzing the 
condition of the material and technical base of health care, 
education, and the housing and municipal-service sectors of 
the oblast and practice in financing them. Specific programs 
will be chosen for the World Bank to finance under prefer- 
ential conditions. Half of the amount 1s being furnished as an 
outright grant, and repayment of the remainder to the World 
Bank is to begin only after five years. 


The World Bank is proposing to allocate $75 million for all 
three Russian oblasts. The RF [Russian Federation] Gov- 
ernment has agreed to match that amount to carry out 
these programs. 


Aside from the group of fifteen from the World Bank, 
Novosibirsk was also visited by a delegation of the Inter- 
national Monetary Fund. Dr. Augusto Lopez Clares, who 
heads the IMF mission in Russia, led the delegation. 


V.M. Kiselev, first deputy head of the oblast administra- 
tion, had already met this gentleman at the ‘Interweek’ in 
Akademgorodok. According to Vasiliy Nikolayevich, he 
convinced the head of the IMF mission at that time that 
the Fund was detracting greatly from the value of its 
recommendations to our government by ignoring the spe- 
cific features of Russia’s regions. That was on the one 
hand. But on the other, without obtaining from the Rus- 
sian Government a strengthening of the regional compo- 
nent of economic policy, he is detracting still more from 
the effectiveness of the measures proposed for the eco- 
nomic reform. 


And now Novosibirsk Oblast has become the first region to 
which the IMF mission in Russia has sent a delegation. It 
will be taken 743 an example in evaluating the consequences 
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of the economic reforms. It is possible that when the IMF 
gains a deeper understanding of the situation in the region, 
since its opinion is heeded, it may correct its recommen- 
dations to the RF Government. As V.M. Kiselev said in 
the press conference, “Put roughly, through them (the IMF 
delegation—Editor) we are lobbying for a strengthening of 
the regional policy at the level of the Russian Federation.” 


INTERNATIONAL AFFAIRS 


Volskiy Assesses U.S. Technology Conference 


94400440A Moscow DELOVOY MIR 
in Russian 9 Jun 94 p 4 


{Interview with Arkady Volskiy, president of the Russian 
Union of Industrialists and Entrepreneurs, by Vladimir 
Sudakov, DELOVOY MIR commentator; place and date 
not given: “To Break the Stereotype of the Matryoshka 
Perception of Russia”’] 


[Text] An exhibition titled “Technology in Russia” was 
held in Washington in May. DELOVOY MIR commen- 
tator Viadimir Sudakov discusses its results with Arkadiy 
Volskiy, president of the Russian Union of Industrialists 
and Entrepreneurs. 


[Sudakov] Arkadiy Ivanovich, the first such exhibition on 
the American continent was a success. To what do you 
attribute that? 


[Volskiy] When we were preparing the exhibition, we 
clearly recognized that we faced an extremely difficult 
task—to break the stereotype of the Matryoshka percep- 
tion of Russia. We wanted to present our country not in 
the trade-fair style, as had repeatedly been done in the 
past, but as a state that, despite a serious economic crisis, 
has preserved an extremely powerful scientific and indus- 
trial potential and is capable of offering unique products 
and technology on the world market. 


To a considerable extent, ihe Russian Union of Industri- 
alists and Entrepreneurs succeeded in doing this thanks to 
the fact that preparations for the exhibition were made 
through direct contacts with enterprises and research cen- 
ters. It is no accident that during the days of the exhibition 
more than 100 of them managed to sign specific contracts, 
as well as protocols of intention, with American partners. 
The representatives of Russian science and industry were 
able to see for themselves that they have rather substantial 
export potential and, consequently, opportunities to earn 
money that is so essential for structural perestroyka. More 
than 200 enterprises from nearly 40 regions of Russia 
presented a total of nearly 1,500 individual exhibits. 


[Sudakov] And what was the reaction of American visitors 
to what they saw? 


[Volskiy] In the main U.S. exhibit hall, two exhibitions 
were running simultaneously—ours and “United States 
High Technology and Computer Equipment.” There was 
an opportunity to compare. One American industrialist 
told me: ‘“‘Look what you are doing on your own; you have 
such talented people! You are worth a lot more than you 
think of yourselves!” 
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Indeed, we have run ourselves down so much in the past 
few years that we have lost our sense of self-worth and 
pride. We even went to America as though we were 
somehow lost and deficient. 


The exhibition lasted three days. And every day American 
reporters would ask me what I would single out as the main 
exhibits. It was not easy to answer, because in terms of 
their quality, most of the models, overall, were on a high 
level by world standards. The exhibition showed that we 
remain real leaders in the development of the latest tech- 
nologies for the production of a wide range of alloys used 
in the defense industry, aircraft and automotive manufac- 
turing, and medicine. The Americans were genuinely sur- 
prised to hold in their hands the superlight and superstrong 
alloys made by the Kompozit production association from 
the Moscow Oblast city of Kaliningrad, the Prometey 
Institute from St. Petersburg, the Steel Institute from 
Moscow, and others. And I mean literally holding them in 
their hands, since we brought actual samples, not just 
mockups or posters. The superlight titanium-alloy bicycle 
that the Kompozit association brought impressed sports 
enthusiasts, too. On practically the first day, the Stakol 
association from Vladimir signed an agreement to supply 
unique magnets to the United States. 


[Sudakov] Nonetheless, what struck the Americans most of 
all? 


[Volskiy] The special plasma torch that operates on ordi- 
nary water (!) was literally a sensation. Sixty grams of 
water, and in 30 minutes a flame from the burner reaches 
8000 degrees, so you can cut any metal—stainless steel, 
armor—up to 50 millimeters thick. And what is important 
is that the plasma cutter, along with its power pack, fits 
into an ordinary attache case. 


One of the most popular exhibits was the latest bulletproof 
vest, which can stop a round from a Kalashnikov assault 
rifle at a distance of five meters. Weighing only 30 kilo- 
grams, it has 30 layers of various materials that provide an 
extremely high degree of protection. The vest can be worn 
right under a suit and no one will notice anything. 


As always, the Yakovlev and Mil Design Bureau made a 
first-rate showing. Specialists took a very close look at the 
Be-200 amphibious plane from Taganrog, which is capable 
of carrying out various rescue operations. Machinery man- 
ufacturers from Nizhniy Novgorod displayed a new gener- 
ation of aircraft—an air-cushion vehicle that is capable of 
moving over water by virtue of reflection energy. 


And of course, visitors took special interest in a video film 
about a thermoplane, a kind of flying saucer that can carry 
up to 600 tonnes of cargo over long distances. This form of 
air transport does not require special airports, so thermo- 
planes will be used in the very near future, say, in devel- 
oping the territories of Siberia and the Far East. 


A number of world-level innovations were displayed by 
enterprises working in the field of machinebuilding for the 
petroleum and gas complex. In particular, the Ocher 
machinery plant from the Urals demonstrated that some- 
times it makes direct sense for Western companies that 
want to develop oil and gas deposits in Russia to buy 
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equipment from us, rather than shipping it in from over- 
sees. The Rosnedra and Neftegeofizika associations dis- 
played unique technologies for processing geological data 
that open up qualitatively new prospects. 


The products of instrument-making firms, including the 
Diamond Tool Scientific Research Institute in Moscow, 
attracted considerable attention. We also displayed new 
developments in the realm of space exploration, including 
a life-support system for orbiting stations developed by the 
Institute of Space Instrument-Building, as well as a com- 
pact nuclear reactor for Topaz satellites, a rescue system 
employing satellite communications, and a lot more. 


One might think it would be hard to surprise the Ameri- 
cans with anything in the field of automotive manufac- 
turing. For many specialists, an axial engine designed at 
the Central Automotive and Automotive-Engine Scientific 
Research Institute was of indisputable interest. Compact, 
it reduces fuel consumption by 30-40 percent and may be 
effectively used in building light aircraft. 


The Americans were struck by the high degree of compet- 
itiveness of our developments in the field of microelec- 
tronics. In particular, one Russian company demonstrated 
a technology for the production of printed circuit boards 
that makes it possible to reduce production costs by 90 
percent. The Avangard association from St. Petersburg 
displayed the latest class of chips—/avistery—which open 
up a new era in this field. 


Specialists could also see for themselves that we are capable 
of producing high-quality optical cables for modern com- 
munications systems, and of developing unique software the 
likes of which does not yet exist on the world markets. And 
we know how to keep secrets. A lock displayed by the 
Security Systems company is unparalleled. It has 13 billion 
base combinations, so it is virtually impossible to open it, 
although the key looks extremely simple. 


It is important that the technologies and products dis- 
played came to America not only from recognized scien- 
tific and technological centers in Moscow and St. Peters- 
burg, but also from Novosibirsk, Saratov, Yekaterinburg, 
Perm, Volgograd, Vladikavkaz and other cities. So our 
American partners could see that there are plenty of 
institutions on Russian territory that can become both 
targets of reliable capital investments and bases for the 
establishment of joint ventures whose products will find 
buyers on the world market. In an atmosphere of what in 
my view is a certain artificial pessimism with respect to 
Russia’s economic future, this is an extremely important 
factor in political terms, as well. 


[Sudakov] Arkadiy Ivanovich, what did you find most 
memorable in purely human terms? 


[Volskiy] Of course, Victory Day. Five hundred Russians 
and 250 Americans gathered in a single hall for a festive 
rally. | began my speech with the recollection that 49 years 
ago representatives of two great powers had met on the 
war-torn Elbe. And now, a meeting on the Potomac. The 
point, of course, was not the exhibition. The date of 9 May 
is worth dozens of such exhibitions, even all exhibitions 
taken together. Because if it were not for that Victory in 
1945, who knows what direction the world would have 
taken and what relations between our countries would 
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have been? And everyone who had gathered at the Con- 
vention Center was also a pioneer in a new stage of 
economic and scientific-technical cooperation between the 
United States and Russia. Yes, things are difficult for us in 
Russia today, just as they are for everyone who takes the 
lead. And the verse of my favorite poetess, Yuliya 
Drunina, are especially relevant: 


There is one quality in people, 

They either have it or they do not. 

When a machine-gun fires furiously, 

One person lies down; another runs forward. 
When trouble falls on your shoulders, 

When life grabs you by the throat, 

One person lies down, another runs forward. 
What is to be done? That 1s the way 1t ts. 
Let us fill our glasses with wine. 

My first toast and my last— 

To those who have risen to full height! 


We each drank a glass of champagne, and many people’s 
eyes filled with tears. And everyone—Russians and 
Americans—sang Russian folk songs. 


Both the exhibition and the world Victory holiday had 
brought us so close together 


The first experience in holding such an exhibition, A. 
Volskiy said in conclusion, showed the real prospects for 
continuing efforts in this direction. And the Russian 
Union of Industrialists and Entrepreneurs will definitely 
use it in other regions of the world. 


Economic Relations With Argentina Eyed 


94400440B Moscow DELOVOY MIR in Russian 
Y Jun 94 p 7 


[Article by Dmitriy Belov, expert at the Russian Academy 
of Sciences’ Latin America !nstitute: “Thorny Path to New 
Partnership”| 


[Text] As a result of the radical economic reforms that 
have begun in both countries, traditional and mutually 
advantageous Russian-Argentine commercial and eco- 
nomic relations entered a crisis phase. Now they are being 
revived on a fundamentally new basis. 


What Lies Behind the Figures 


According to official statistics, our imports from Argentina 
in 1980 came to nearly R1.2 billion, in which they were 
still figured, while our exports to that country amounted to 
just over R30 million. Such an imbalance could be attrib- 
uted to the fact that Argentina refused to join in the 
boycott on the shipment of food and feed grain to the 
USSR that the United States announced 1n 1980 following 
the introduction of Soviet forces into Afghanistan. From 
the distant Latin Amencan country we received uninter- 
rupted deliveries not just of grains (wheat, corn, sorghum, 
and oats) but also of beef. soybeans, vegetable o1!, wool, 
leather, and a number of other goods. 


For along time, Russian imports from Argentina remained 
almost “without response’; our negative trade balance 
reached “indecent” dimensions. The persisting imbalance 
became a serious impediment to the further development 
of cooperation. At a certain moment, the Argentines 
realized that such a situation could not continue—the 
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refusal of purchases in the USSR was jeopardizing the 
future of their agricultural exports, which had already 
managed to ‘‘get used” to our market. By the end of the 
1980's, certain changes appeared: Our deliveries to that 
country of lift and transport equipment, power- 
engineering equipment, oil and gas equipment, road- 
building equipment, and other types of equipment 
increased somewhat. 


However, as previously mentioned, the serious changes in 
the economic life of both countries that followed in the 
early 1990's had a negative effect on the state of mutual 
trade. This had to do, first and foremost, with the collapse 
of the state sector. Consequently, the ties that had been 
developed began to be destroyed. An especially severe 
blow was dealt to Argentine exports to Russia, which are 
presently declining in an almost geometric progression: 
from approximately $180 million in 1991 (granted, this 
figure was for the USSR as a whole), to $90 million in 1992 
and $41 million in 1993. 


However, the huge figures for previous trade should not 
mislead one. In the 1980's, even 1n the period of the most 
intensive commercial and economic cooperation, special- 
ists noted that the level of economic relations that had 
been attained was substantially lower than the sides’ 
potential. Untapped potential existed in the sphere of 
capital construction, scientific and technical relations, and 
a number of other areas. The paradox of the present 
situation is that, while there has been a significant decline 
in quantitative indices, there have also been qualitative 
changes in commercial and economic relations. 


The “pure” trade that dominated in them 1s giving way to 
more complex forms of cooperation. They include joint 
ventures (six joint ventures have already been established 
in Argentina, and five have been established in Russia), a 
shift from technical aid to contracts, and cooperative 
production arrangements between Russian organizations 
carrying Out various projects in that South American 
country and local and even foreign firms. Interconnected 
transactions are also becoming common. In the context of 
such transactions, for example, our road-building 
machinery 1s being delivered to Argentina, while Argentine 
tea is being delivered to Russia. 


Also new 1s the fact that the Russian economy 1s beginning 
to receive increased attention for Argentine investors. The 
Bridas [name as transliterated] company, which, inciden- 
tally, has been engaged for several years now in developing 
and exploiting fuel deposits in Turkmenistan, will begin to 
develop the Kichimovskoye petroleum and gas field tn 
Western Siberia in the near future. 


The Burden of the Past 


Let us make it clear right away that it 1s still too early to 
extol our partnership: Unsolved problems do exist in 
Russian-Argentine commercial and economic relations. 
From the Argentines’ viewpoint, one problem 1s Russia’s 
fulfillment of contracts signed by the Novoeksport and 
Legpromeksport associations in 1990 and 1991 for the 
purchase of wool and leather in Argentina. The Argentines 
are insisting that the signed documents should be imple- 
mented, unconditionally. The Russian side’s logic 1s that 
the purchases were planned for the Union republics, and 
Russia now has plenty of its own raw materials. 
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In short, no way out of the impasse can yet be seen, 
although certain mutual concessions have been made. 
Thus, last year our country found it possible to make 
partial payment on the contracts: Tanned leather pur- 
chased for the sum of approximately $10 million went to 
Russian factories tor the production of children’s shoes. 


The Argentines reproach us for other “sins,” as well: for 
the failure to repay a debt for wool on time, and for our 
failure to pay a percentage to foreign-trade brokers— 
relatively small amounts on the “global scale,” but quite 
sizable for small firms 


Another serious obstacle to cooperation is the problem of 
the Russian-Argentine inter bank agreement on reciprocal 
credit. When it was signed in the early 1980's, the cooper- 
ating sides—the Central Bank of Argentina and our Bank 
for Foreign Economic Activity—occupied comparable 
places in their countries’ financial and credit hierarchies. 
Today the Bank for Foreign Economic Activity has rather 
lost its influence. 


At least. 1 cannot perform the functions of a guarantor of 
the operations of other Russian banks. At the same time, 
the Central Bank of Argentina, through which, on the 
Argentine side. more than 100 commercial banks are 
authorized by agreement to operate. bears full responsi- 
bility tor them. In the opinion of our South American 
partners, the solution could be to modify the agreement— 
for example. to bring the Foreign Trade Bank, which has a 
sizable number of chents, in on tt. 


The condition according to which a large part of local 
outlays must be financed through and, what is more, 
payment for the services of Russian organizations 1s 
required to be made in goods traditionally exported by 
Argentina, has become another factor holding up Russian 
organizations’ participation tn possible joint projects. 


All this. however, is not an insurmountable obstacle to the 
development of bilateral relations on a new basis. 


Everything Will Be Repaid Manyfold 


‘ new legislative base for relations 1s intended to resolve 
the difficulties. The foundation for it was laid in May 1993 
through the signing of a bilateral Agreement on Trade and 
Economic Cooperation. At that same time, the first 
meeting of the Intergovernmental Russian-Argentine 
Commission on Commercial, Economic, and Scientific- 
Technical Cooperation was held. Today work on an agree- 
ment on the provision of incentives for and mutual pro- 
tection of capital investments ts virtually complete, and its 
signing will most likely be scheduled to coincide with 
Argentine President ©. Menem’s upcoming visit to 
Moscow. Work has already begun on an agreement on the 
avoidance of the double taxation of income and property. 


The official visit to Russia in the middle of last month by 
Ciuido di Telia. Argentina’s minister of foreign affairs, 
international trade, and worship, represented an impor- 
tant stage in the development of Russian-Argentine coop- 
eration. A representative delegation of Argentine bust- 


nessmen visited Moscow at the same time as the minister. 
The makeup of the delegation vividly reflected our part- 
ners priorities: It included representatives of the Agricul- 
tural Society of Argentina, who continue to regard Russia 
as a potential market for the sale of grain, meat, and oil, of 
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the Siderca [Name as transliterated] company, which ts 
interested in expanding the delivery to us of pipe for oil 
wells. and of a number of other organizations and firms. 


As for prospects with regard to Russian firms, our organi- 
zauions are prepared to continue cooperation with the 
Argentines in such areas aS power engineering, the con- 
struction of water-engineering installations, the perfor- 
mance of channel-dredging operations, and the construc- 
tion of new trolleybus lines and the modernization of 
existing Ones in a number of Argentine cities. In the more 
distant future are projects in the area of space communt- 
cations (the Argentines are prepared to lease our satellites) 
and scientific and technical cooperation in the field of 
defense-industry conversion 


Russian agricultural producers are interested in acquiring 
Argentine equipment tor the processing of vegetables and 
fruit, as well as equipment for small dairy farms. All this 1s 
produced in Argentina, a country of highly efficient indi- 
vidual farms, and the Argentines are quite willing to 
supply these products to us. The stumbling block is the lack 
of money. | think that our country’s entrepreneurs, who 
are seriously concerned over the state of Russian agricul- 
ture, may help solve this problem. 


In conclusion, I would like to cite the words of the 
Argentine minister. In response to my question about the 
prospects for Russian-Argentine commercial and eco- 
nomic cooperation, Guido di Tella summed them up: All 
the existing difficulties (and there are a good many of 
them) will be repaid—there are that many new opportuni- 
ties opening up today for both countries’ entrepreneurs. 


Firm Wins Contract for Power Line With Egypt 


944004400 Moscow KOMMERSANT-DAILY 
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[Article by Yekaterina Kravchenko: “Russian Power 
Engineers Return to Egypt After 20 Years’ 


[Text] As experience demonstrates, Russian machine- 
builders are remaining faithful to their partners that have 
been traditional since the times of the USSR—Third World 
countries. Yesterday the Tekhnopromeksport association 
began installing an electric power transmission line from 
Suez to Abu Zabal in Egypt. According to a contract signed 
in late 1993 with Egypt's Ministry of Electricity and 
Energy, the anticipated cost of the work will come to about 
$30 million. 


First of all, it must be noted that the charges for the work 
being performed by the Russian side are not the lowest for 
today. The whole blame lies with inflation rates. However, 
according to employees of Tekhnopromeksport, Egypt's 
Ministry of Electricity and Energy nonetheless gave pref- 
erence to the Russian association, primarily because 
Russia has great experience in building such high-voltage 
power transmission lines abroad (Tekhnopromeksport has 
already built 30,000 kilometers of power transmission 
lines abroad. including in Egypt). Nor should one forget 
Fegypt’s traditional cooperation with Russian power engl- 
neers (the Suez therma! electric power station and the 
Aswan hydroelectric power station were built 1n the 1960's 
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and 1970's). For political reasons, the once-close coopera- 
tion was halted for nearly 20 years. Only in 1989, after a 
relevant bilateral intergovernmental agreement was 
signed, was it resumed un a new level. 


Phe construction of the power transmission line 1s the first 
Stage in, and a component part of, a project for developing 
in Arab Energy Loop that will unite Egypt. Jordan, 
furkey, Iraq. and Syria in a single energy network. The 
length of the first, Egyptian, part of the project will be 130 
km of high-voltage power transmission lines. Payment for 
most of the work performed by Tekhnopromeksport, 
which 1s supposed to be completed in 25 months, will be 
made in stages on a clearing basis. 


According to representatives of Tekhnopromeksport, the 
new contract with Egypt cannot be considered one of the 
most significant. either for the association itself or for the 
Russian suppliers involved in it. Contracts worth consid- 
erably larger amounts were carried out in the past. But 
then they were carried out with the financial support of the 
State (the granting of subsidies and long-term loans). Now 
Russian foreign economic associations engaged in invest- 
ment construction are forced to fight for their traditional 
markets with only themselves to rely on. In four years 
during which Russian producers of power-engineering 

equipment have been absent from these 
markets. German, French. Japanese, and American com- 
panies have significantly strengthened their positions. In 
order to obtain large contracts in the region and to conduct 
pre ym an equal footing, Russian 
enterprises need considerable money. And today the 
industry as a whole and the enterprises that have tradition- 
ally heen oriented toward the exportation of power- 
engineering machinery and equipment are experiencing 
ditficult times, which are characterized by the wholesale 


if 


' hiner and 
macnine and 


Imimnary negotiations 


urtailment of production and financial deficits. It 
remains to be hoped that the Egyptian contract will at least 
son it Support the machinery manufacturers. More- 
yver.int pinion of specialists, its successful fulfillment 
! enhance Russia’s chances in the granting of contracts 
rot} tries of the Arab Energy Loop 


Swift NATO Expansion Said To Facilitate 
German Dominance 
44 D0054.1 ROSSIYSAIYE VESTL in Russian 21 Jun 94 p 3 


Opinion. Division of Spheres of 


(Text! There are many discussions now about Russia’s 
joining NALO. But this is what is incomprehensible. If 
Russia and the countries of Eastern Europe are accepted 
into NATO, against whom will our arms be directed? 


Ihe withdrawal ot Russia from Eastern Europe, the coun- 
tries of the Baltic. and the near abroad may lead to a 
rman influence in these countries and 
sa whole. Ii would seem that the disintegration 
of the USSR left ma one and the same with America. 
the nevertheless powerful transoceanic power. 
already showing signs of decrepitude, already cannot carry 
out the ‘| patron of the Old World. For this reason, the 
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, 
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UNIS t Eastern Europe, which are entering into 
market relations, may come under the economic influence 
t Germany. But the acceptance into NATO membership 
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of countries that are dependent on Germany will signifi- 
cantly increase its role in the solution of political and 
military questions. Moreover, the former minister of for- 
eign affairs of Germany, Hans Dietrich Genscher, rather 
transparently declared that Germany, together with the 
United States, now bears “transatlantic responsibility.” 
The hypertrophied role of Germany may lead to the fact 
that America will become “superfluous” in Europe, which 
does not correspond to the strategic interests and the 
preservation of the balance of power on the continent. 


Perhaps it is worthwhile to try to “alienate” Germany 
from Russia? But this will be impossible if Russia enters 
NATO. Through joint efforts, Germany and Russia will 
simply “squeeze” the United States out of Europe, and the 
next “redivision” of spheres of interests will begin. 


In cutting Russia off from participation in the North 
Atlantic Bloc it would be necessary simultaneously to 
expand and intensify its economic relations with NATO. 
The point 1s that the political and economic expansionism 
of Germany can be contained only by the collective actions 
of all European countnes simultaneously. But if in the 
future, too, these countries follow the lead of the German 
economy, buy military equipment from Germany, and 
depend fully on the delivery of spare parts for military 
equipment again from Germany, the significance and 
power of the German military-industrial complex will 
increase. On the other hand. the expansion of economic 
relations between Russia and NATO would provide food 
for the hungry Russian “bear” and make it possible to 
avoid social instability in Russia. 


But what 1s to be done regarding the desire of the countries 
of Eastern Europe and the near abroad to join NATO? 
What will come of this? 


Most likely, the entry of the East European countries into 
NATO will aggravate the s:tuation in Europe. First of all, 
the countries of the disintegrated Warsaw Pact Organiza- 
tion, having remained “ownerless.” have begun an active 
search for their place in the world. It 1s quite possible that 
one of them will want to find a rich “patron” in order to 
eat its fill. And perhaps. one will want to find a regional 
ally in the person of a sansculotte similar to 1t. Second, it 
is not out of the question that. having looked around, one 
of them will make territorial claims on its neizhbors. It can 
be expected that, supported by Germany. Poland in time 
will make claims on Lithuama and Ukraine. Romania may 
want to obtain part of Ukraine and Moldavia, and Hun- 
gary—part of Romania. And the continuing war in Yugo- 
slavia in the end will lead to a change tn the political map 
of the region. It 1s not out of the question that quiet 
Finland (there people are also discussing entry into 
NATO) wi!’ want to obtain Karelia, and Germany— 
Kaliningrad Oblast of Russia. 


The situation could be cleared up after having satisfied the 
desire to “make one’s way in the world” partially. Once the 
countries of Eastern Europe strive to join “big” NATO, 
and for the time being there 1s no such possibility, it means 
they can join a “small” NATO that ts organized only for 
them. Such a solution probably corresponds more to the 
interests of the West than their “pure” entry, which might 
call forth the irritation and reciproca! actions of Moscow. 
But a tug-of-war in relation to the countries of Eastern 
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urope in the changed situation would be unwise. Most 
likely, the “small” NATO will become the instrument, 
which, in the words of former U.S. Secretary of State 
Henry Kissinger, will be set aside “in order not to allow the 
development of a vacuum between the German and Rus- 
sian borders.’ And this ts advantageous to Russia as well. 


Disputes Surrounding Vneshekonombank 
Discussed 

944004474 Moscow KOMMERSANT in Russian 
No 21, 7 Jun 94 pp 10-11 


[Article by Svetlana Petrova: “In the Dispute Between the 
‘Imperial’ and the ‘Lefortovskiy, "Tekhnopromimport’ 
Lost’ 


{Text} Predictions that clearing the currency bonds emitted 
against the debts of USSR Vneshekonombank (VEB) will 
be no easy matter are beginning to be justified. 


At least, the first conflict of this series—between the 
Imperial and Lefortovskiy banks (see KOMMERSANT- 
DAILY of 16 March)}—simply did not provide a very 
unequivocal answer to the question—what would be the 
procedure for clients of the commercial banks included 
among state debtors to obtain the bonds. Guided by the 
explanations of the Ministry of Finance and having issued a 
full program of bonds to one of its own clients, the Imperial 
last week received an inquiry from the Central Bank, which 
wanted to find out the basis on which bonds which had 
originally belonged to the state debtor—the Tekhnopro- 
mimport \VO—had been issued for funds. The resolution 
of this conflict and the behavior of those “controlling” the 
structurcs in ‘his situation may be a precedent, because 
buying up “frozen” currency accounts at a dumping rate of 
exchange was al one time very popular in banking circles. 


We can remind you of the essence of the problem in a few 
words. In accordance with a government decree of 15 
March 1993, the VEB’s internal debt was to be paid off in 
five stages. Commercial banks obtained the most prefer- 
ential terms—the government decided to clear the bank 
bonds completely in the course of six years, having made 
the first payments. amounting to a sum of $100 million, on 
14 May 1994. The situation proved to be less attractive for 
foreign economic banking associations—the clients of the 
VEB itself. The debts to them will begin to be paid off only 
beginning in May 2003. the plans are to settle completely 
with the associations only in 2008. In addition, while the 
commercial banks were to obtain bonds for the entire sum 
of the debt. the organizations who held accounts in VEB 
can count on only part of the frozen assets, after deduction 
of the debt to foreign creditors (at present, this indebted- 
ness has been reformatted into the state debt). 


Another side of the relations, however—between the com- 
mercial banks and their clients—has not so far been 
explained by either the government decree, or the quite 
laconic press release of the Ministry of Finance. It 1s this 
that contains, in our opinion, the greatest subtleties of all. 
The point ts that many of the former state debtors under 
the trusteeship of VEB, at one time resold the frozen 
accounts to the commercial structures. These structures 
found a use for the frozen money—for example, for a 
while, the TsB [Central Bank] quite calmly treated it as 
payment of the charter funds of the banks. 
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After notice was given of the terms for withdrawal of the 
bonds, however, it was announced that the sums for which 
the securities would be issued were fixed, not on the date 
that the funds were “frozen,” but on 15 May 1993, that is, 
at a much higher rate of exchange. In this way, those who 
bought the “frozen” funds before this notice became rich 
at one go, especially since this scheme designates a tax 
exemption on this very exchange rate difference. In the 
second place, it was once more confirmed that bonds of the 
next tranches would be tssued to non-state structures. In 
this way, many of those buying up the VEB accounts which 
had once belonged to state associations, were offered the 
opportunity of “defrosting” the currency in priority order, 
while the state firms themselves were forced to wait until 
the next century to redeem the bonds. 


It is not only the Russian budget, by the way, that is among 
the victims, but also the commercial banks, which handle 
the state associations and are obliged to control their 
currency operations. An example of this is the conflict 
between the Imperial and the Lefortovskiy banks about the 
money belonging to the state debtor—the Tekhnopromim- 
port Foreign Economic Association. 


Since it is a client of the Imperial (holder of a correspon- 
dent account in Vneshekonombank) and of the VEB at the 
same time, Tekhnopromimport, in April of 1993, sold 15 
million ‘“‘frozen” dollars at the understated rate of 
exchange (100 rubles/$). The purchaser—the Project 
Financing Company (KOPF) was obliged to invest this 
money in the charter fund of the Lefortovskiy Bank, 
which, for this purpose, opened a blocked correspondent 
account in Imperial. 


The conflict flared up after the announcement of the terms 
for issuing the currency loan. Another Lefortovskty cli- 
ent—the Inter-Exchange Credit-Finance Company 
(MBFK) unexpectedly turned to Imperial. MBFK, as it 
was explained, had bought up frozen money from KOPF. 
MBFK demanded that Imperial transfer to it the bonds of 
the first three tranches (that 1s, the ones that would be 
redeemed first) for the entire amount of currency. Almost 
simultaneously, the Lefortovskiy Bank lodged a claim on 
the ill-starred millions. Its request proved to be even 
stranger—to transfer the entire sum abroad tn “live” form. 


Having found itself, therefore, under two-fold pressure, the 
Imperial appealed to the Ministry of Finance with a 
request to explain the mechanism for transfer of the bonds 
to the clients. Because of the fact that the money had 
initially belonged to a state association, the management of 
Imperial proposed, not creating better conditions for their 
purchaser, but, having issued him bonds of the fourth and 
fifth tranches (just as was suggested for the state debtors), 
transferring the exchange rate difference to the budget. In 
response, however, the Ministry of Finance, in the words 
of the bank representatives, recommended that it be 
guided by its press release, which, in particular, mentioned 
the complete transfer to the clients by the commercial 
banks of bonds of the first, second and third tranche, 
disregarding their, the clients, debt. Imperial also trans- 
ferred these bonds to the direct financial agent of MBFK— 
the Lefortovskiy Bank. No further disputes arose between 
the last two as to their further fate. It 1s possible that one of 
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the common founders of the bank and the two compa- 
nies—Aleksandr Mamut, a former VEB associate— 
guaranteed the agreement. 


It would appear that the conflict was exhausted, Unexpect- 
edly, however, a letter arrived at Imperial from the TsB of 
Russia, which up to that point had not shown the slightest 
interest in this problem. The essence of the inquiry 
amounts to the following—on what grounds did Tekhno- 
promimport sell, and KOPF buy, the frozen funds, and 
under what import contract. According to some informa- 
tion, the reason for the letter was the fact that, on the eve 
of the sale dumping the frozen accounts, Tekhnopromim- 
port owed the state and other creditors (for example, the 
Moscow Electric Light Plant) about $700 million. The 
possibility was not ruled out that this had prompted 
Vitaliy Boyko, general director of Tekhnopromimport, to 
start selling the “frozen” dollars. 


As it turned out, it was the fact of the dumping sale of the 
currency belonging to the state debtor which attracted the 
attention of the Procurator-General, who queried the 
authors of the prospectus on emission of a funded loan— 
the Ministry of Finance, VEB and the TsB—on the 
motives that prompted them to put on record the account 
in the VEB, not on the day the funds were “frozen,” but on 
the date of issue of the bonds. In the case concerning 
Tekhnopromimport, this led to the state association (in 
other words—the budget) losing $8.8 million on the dif- 
ference in the exchange rates. The sum mentioned became 
the profit of the commercial structures, which had already 
partially obtained live money on the bonds. 


All the same, there is a positive point in this whole 
story—the Central Bank (even if only according to the 
query of the procurator’s office) finally decided to inter- 
vene in the quite confused process of the state debtors 
paying off the bonds. It is possible that its example will 
inspire yet another controller of the use of the currency 
earnings—the Ministry of Foreign Economic Relations 
[MVES]. Especially since neither the TsB nor the MVES 
nor the VEB issued any official documents on this score 
(they did not succeed in obtaining verbal comments on 
this score, either). The uncertainty of the officials 1s 
possibly linked with the fact that, immediately after the 
“freezing” of the VEB, right after the funded loan was 
drawn up (incidentally, with the direct participation of 
the aforementioned structures), there was virtually no 
control over the movement of this money. By no means 
everybody, however, had the idea at that time of making 
use of the moment and transferring their funds to a 
correspondent account of the commercial banks. Most 
likely, those who behaved that way had “‘guessed”’ that 
the debt to the commercial banks would be repaid first of 
all, disregarding the debt. 


We must, to be fair, note that selective control of the TsB 
is being carried out all the same. By no means all those who 
want to could perform this operation—for example, the 
Mytishchinskiy Commercial Bank, to the inquiry by one 
its founders on paying the fee to the charter fund received 
a refusal, since the TsB recommended that he wait until 
the funded loan was tssued. 
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The position of the Ministry of Finance, which, on the 
basis of the press release, gave up the $8.8 million which 
Imperial had offered it to supplement the revenue part of 
the budget (that is, as it says, brought it in “‘on a saucer”) 
is still not completely clear. 


Customs Data on Foreign Trade Analyzed 


94400447B Moscow KOMMERSANT in Russian 
No 21, 7 Jun 94 pp 24-25 


[Article by Tatyana Mukhina: “How Can This Be? Now 
It's There and Now It Isn't?’’] 


[Text] Last week the Russian GITK [State Customs Com- 
mittee] officially presented it’s own data on Russia’s foreign 
trade turnover in the Ist quarter of 1994. The information, 
which was based on a customs statistics bulletin, is based on 
460,000 freight customs declarations. As was announced by 
the directors of the Customs Committee upon presentation 
of the statistical collection, it is the customs statistics that 
lay claim to the greatest objectivity, because the goods 
which actually cross the border appear in them. Even a 
superficial analysis of the figures presented, however, will 
make it clear that they do not fully reflect the real situation. 


Up to now, customs statistics have been a tightly sealed 
secret and are guarded no less well than the body of a 
leader. But there was, strictly speaking, nothing to hide: the 
fact that Russia exports mainly raw material, which 
everyone always knew, has been reconfirmed. According to 
the data of the GTK, for the period under review, Russia 
has a favorable balance. With respect to export volumes, 
coal, gas, petroleum and the products of its refining are the 
leaders—$5,793 million (47 percent of the total volume), 
after that come ferrous metals—$1,179 million (9.7 per- 
cent) and precious metals and stones—$957 million (7.9 
percent). Apart from raw materials, only two groups of 
commodities are exported to any great extent: power 
equipment, including nuclear reactors ($361 million) and 
motor vehicles ($311! million). The latter are sent mainly to 
the CIS countries. 


Judging by the import volumes, the whole world continues 
to feed us, dress us and give us medical treatment, and 
what is more, indulge us with some equipment. Some 
$1,468 million worth of tasty food commodities (16.7 
percent of the total volume), sugar and confectionery 
items—$371 million worth (4.2 percent), meat and meat 
products—$328 million worth (3.7 percent). Imported 
electronic equipment ts included in the bright world of 
images and sounds for the domestic consumer—TV and 
videos, $624 million worth of which are imported (7.1 
percent). Weil, and the rest—clothing, footwear, motor 
vehicles, pharmaceuticals. What 1s comforting ts that a lot 
more nuclear reactors are imported than are exported— 
$1,282 million worth. 


According to the data from the customs statistics, Russia has 
traded most successfully with Great Britain, Italy and China, 
and of the CIS countries—Belarus. As was to be expected, 
this has been achieved through the export of petroleum and 
the products of its refining, and also gas. Each of these 
countries, however, has its own preferences. For example, 
the favorable balance in trade with Italy was achieved 
through cattle hides, and with China and Turkey— 
semimanufactures made of iron, 1ron rods and angle pieces. 
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As the customs statistics show, Germany remains Russia's 
major foreign trade partner, with the United States in 
second place, and of the near abroad countries, the greatest 
trade turnover is with Belarus and Ukraine. The quality of 
the Russian export to Germany, as before, is “crude’’: oil, 
gas condensate, nickel and copper. The imports are prima- 
rily chocolate, medicines, textile equipment and trucks. 
The “crude” export situation has also formed in trade with 
Belarus—that same petroleum is exported, and refrigera- 
tors, television sets and trucks are imported. 


The structure of Russia's foreign trade balance was not 
formed yesterday, and shows great inertia, and this means 
that no major changes are expected in the course of this 
year. On the basis of the statistics obtained from the 
Customs Committee, it is not hard to draw the conclusion 
that petroleum will ensure us access to the blessings of 
civilization for a long time yet. 


Let Us Take a Closer Look 


As the published GTK statistics showed, the Russians have 
turned out to be simply patriots—only $183 million worth 
of alcohol was imported, which constituted only 2.1 percent 
of the total volume of import goods. Moreover, alcohol was 
not singled out as an individual item, but was presented in 
the same group with non-alcoholic beverages and vinegar, so 
that vinegar, to all appearances, holds the lion’s share in the 
famous two percent. As a more attentive analysis of the 
Statistical collection showed, tt is not the twice-portrayed 
Rasputin and hangover-free Zver that is imported most of 
all to Russia, but the decorous wines from Spain, Moldavia, 
Bulgaria and Azerbaijan. With great difficulty, KOMMER- 
SANT managed to track down data on imported spirits, not 
on Royal (it is not in the statistics), but on Ukrainian. And 
indeed, at a very modest sum—$15 million. Meanwhile, 
according to KOMMERSANT’s data, the average firm 
importing alcohol brings in $700,000-800,000 worth of it a 
month; but there are under a thousand of these firms in 
Russia. If one believes the printed word, it turns out that on 
the order of 80 percent of the importers have arranged 
quarterly holidays for themselves. 


One cannot help but note, of course, the motor vehicle 
problem in the statistics. Everything is fine, with the 
exception only of the quantity and geography of the 
supplies—in reality, according to KOMMERSANT'’s data, 
considerably more 1s imported (only contraband) and from 
the wrong place. From the standpoint of customs, Armenia 
and Ukraine were the leaders in passenger vehicle import, 
but according to our data, they import considerably fewer 
Zaporozhets than foreign makes. Apart from this, the 
customs statistics confirm that 5,342 vehicles worth a sum 
of $3,768,000 were imported from Germany—according 
to KOMMERSANT's data, it is from there that the main 
flow of passenger vehicles comes. Simple arithmetic shows 
that on the average a car costs $700! If you assume, 
however, that a few cars happened to be declared at their 
true price (a BMW at $10,000-15,000), the rest are still 
underpriced! How much strength GTK has lost in the 
Struggle against understating contractual prices—they 
bought up the Schwacke and even the super Schwacke 
catalogs and forbade the inspectors to use certain methods 
of determining the customs value, but all in vain. 


All the same, the customs statistics can lay claim to 
objectivity! They truthfully inform us that Russia 1s 
dumping refrigerators on the world markets. For example, 
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domestic refrigerators were sold to the countries of the far 
abroad at only $63 a piece each, while in the CIS they were 
sold at triple the price—$186. True, with respect to 
washing machines, Russia “offended” her former broth- 
ers—for them they cost $75 each, while in Germany and 
on Malta, they had to invest $129 for a Vyatka. 





Russian Internal Trade Balance in Ist Quarter of 1994* 
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Russian Foreign Trade Turnover in Ist Quarter of 1994* 
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A Word About Currency Control 


At the presentation ceremony for the collection, the GTK 
also announced the preliminary results of the effect of the 
system of customs-bank control over the receipt of cur- 
rency earnings from export operations. They showed that, 
despite the rise in the number of banks keeping track of the 
return of receipts (there are 1,000 of them now, and in 
February there were 400), the money, as before, 1s sinking 
“behind the hill.” 


Actually, in January alone, Russia fatled to receive about 
$70 million, and in 1993, according to the roughest calcu- 
lations of the GTK, let us recall, something like $10-15 
billion was not returned. As they say on the customs 
committee, they are using the old methods tn the prov- 
inces—and they are getting caught. The Moscow exporters 
are becoming more law-abiding or have changed their 
profession to import operations, where it 1s so far easier to 
hide currency. Bankers confirm this, by the way, and tn the 
GTK—there have been considerably more non-returns of 
receipts from import operations. 


POLITICAL AFFAIRS 


Suppression of Kravchuk Criticism Charged 


944K 16014 Kiev NEZAVISIMOST in Russian 
22 Jun 94 pl 


{Unattributed article: “Political Censorship as an Element 
of Election Campaign’’—for previous articles in this series 
see Central Eurasia book 072, Ukraine Economic Affairs, 
‘“‘Mosol Slams Post-1990 Economic Policies” 


[Text] A telephone call came for the editor in chief: The 
president asks that the article not be published. Otherwise 
he will withdraw Masol’s nomination. 
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The cause of this terrible panic and commotion in | 
Kravchuk’s administration was an about-to-be-published 
chapter from Vitaliy Masol's new book, By a confluence of 
circumstances this chapter, which contained a critical 
analysis of Leonid Kravchuk’'s activities as president, was 
being typeset in the SILSKI VISTI newspaper (circulation 
298,539) precisely the same day that V. Masol's 
nomination was submitted to the parliament 


The first call to the editor in chief came in about 1800, The 
caller (the editors know his name) asked on behalf of the 
president that he refrain from publishing the material, The 
request was denied, however. It took the interference of 
one of the current leaders of the Supreme Council, then of 
Vitaliy Andreyevich himself, and then another call from | 
Kravchuk’s administration to “resolve the issue 
positively. 


While the negotiations and haggling were going on, the 
workers at the Presa Ukrayny publishing house were doing 
their job: Typesetting was completed on time, and about 
60,000 copies with V. Masol’s article had already rolled off 
the presses. After the ultimatum—either you stop the 
presses or the president withdraws V. Masol’s nomina- 
tion—the printed part of the issue was sent to the shredder, 
page three was recast, and the place of Masol’s three 
column article was filled with other material (see the Xerox 
copy of both issues). Naturally, the SILSKI VISTI issue 
with V. Masol’s article immediately became a collector 
item, and NEZAVISIMOST editors are proud that they 
have been able to obtain several copies of the newspaper 
that never came out. 


Summarizing this unprecedented mockery of glasnost and 
freedom of speech unthinkable even during the times of 
Shcherbitskiy and Brezhnev, we would like to ask a very 
“innocent” question: Who will take responsibility for the 
losses incurred by the destruction of the “offending” issue? 
Who will pay for the losses. which can be counted tn the 
hundreds of millions karbovantsy? On our part, we want to 
congratulate Ukraine tor a new achievement tn the area of 
rights and freedoms, for one can hardly find a country 
where a prime minister's newspaper article gets “axed” at 
the president's request. The civilized world has not seen 
such a disgrace. On the other hand, we can hardly count on 
those who have spent their life implementing “party lead- 
ership’ of the press and viewed journalists as “helpers” 
(that 1s, domesticated animals) of the Communist Party to 
understand this 


In defense of the principles of freedom of speech, glasnost, 
and democracy, the NEZAVISIMOST editors have 
decided to reprint the chapter from V. Masol’s book 
dropped from SILSKI VISTI, 1n its original language. To 
protect Vitaliy Andreyevich from various unpleasant con 
sequences, let it be known that we undertake this on our 
own, without the author’s consent 


In doing so we reaffirm that there still are newspapers in 
Ukraine that are not ruled by “telephone law.” There are 
few, very few of them, but they still exist 
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Changes to Local Election Law 


944K 1603 Kiev HOLOS UKRAYINY in Ukrainian 
21 Jun 94 p 2 


[Text of law] 
[Text] 


Law of Ukraine on Changes and Amendments to the 
Law of Ukraine “Elections of Deputies and Chairmen of 
Village, Town, Rayon, City, City Rayon and Oblast 
Soviets” 


The Supreme Soviet of Ukraine decrees: 


|. That the following changes and amendments to the Law 
of Ukraine “Elections of Deputies and Chairmen of Vil- 
lage, Town, Rayon, City, City Rayon and Oblast Soviets” 
(VIDOMOSTI VERKHOVNOYI RADY UKRAYINY 
No. 8, 1994 p 38) be made: 


|. Word part two of Article 31 as follows: 


“2. Ina case of the withdrawal of a candidate less than 
fifteen days before the day of elections, if there are 
no other candidates remaining in the corresponding 
electoral district (on the territory of the corre- 
sponding Soviet), the elections in that district (on 
the territory of that Soviet) are held within two 
months after the general elections.” 


2. Word part two of Article 46 as follows: 


“2. The candidate for deputy who has received the 
greatest number of votes in the election from the 
voters who took part in the voting compared to the 
other candidates, but not less than ten percent of 
the votes of the voters entered on the list of voters, 
is considered to be elected. A candidate for the 
position of chairman of a Soviet 1s considered to be 
elected when the requirements stipulated for a 
candidate for deputy are met, provided that no less 
than twenty five percent of the voters who are 
entered on the list of voters voted for him. 


“In a case where there 1s only one candidate on the ballot 
for an electoral district (territory of a Soviet), he is consid- 
ered to be elected if the number of votes cast for him ts 
greater than the number of votes cast against him.” 


3. Word part one of Article 48 as follows: 


“1. If more than two candidates are on the ballot in an 
electoral district (territory of a Soviet) and none of 
them has received the number of votes from the 
voters necessary for election, or two or more can- 
didates have received the largest number of votes 
compared to the other candidates but equal to each 
other, which makes it impossible to designate the 
elected deputy (chairman of the Soviet), the corre- 
sponding district (territorial) election commission 
makes the decision to conduct repeat voting in the 
district (on the territory of the Soviet) for the two 
(or more) candidates who received the larger 
number of votes (or equal number) compared to the 
others 


“In a case where one of the candidates for which the 
repeat voting 1s being conducted withdraws his candi- 
dacy no later than seven days before the day of the 
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voting, the election commission makes the decision to 
include on the election ballot the candidate who 
received the next largest number of votes. Ifa candidacy 
is withdrawn later than the stipulated deadline or there 
are no other candidates in the district, the voting 1s 
conducted for one candidacy.” 


4. Word part one of Article 49 as follows: 


“1. If no candidate was elected as the result of general 
elections and repeat voting for an electoral district 
(territory of a Soviet) or the elections were deemed 
not to have taken place or to be not valid, the 
territorial election commission makes the decision 
to conduct repeat elections in the district or on the 
territory of the Soviet. It may appeal to the corre- 
sponding Soviet with the proposal to conduct elec- 
tions with district and precinct election commis- 
sions with a new composition therein.” 


Il. That the Law take effect from the day of its publication. 
President of Ukraine L. Kravchuk 
City of Kiev, 17 June 1994 


Lukyanenko Plots Course For Republican Party 
944K 14874 Kiev UKRAYINSKA HAZETA in Ukrainian 
No 12, 9-22 Jun 94 p 3 


[Article by Levko Lukyanenko, chairman of the Ukrayina 
Democratic Association: “Radicalization: Resolute Politi- 
cians Are Needed. The Ukrainian Republican Party 
Against Background of Kravchuk’s and Chornovil’s 
Actions” ] 


[Text] The center of power in Ukraine ts the president. 
Naturally, various political forces are trying to influence 
the President. How do they do it? In various ways. For 
instance, one can place one’s own person into President's 
entourage, one can persuade him to make the decision one 
desires by sending to him delegations to convince him with 
logic and facts, or one can organize pressure from the 
outside (a rally, demonstration, strike etc.). 


At the beginning of his presidential term Mr. Kravchuk 
had expressed his readiness to collaborate with Rukh. 
Chornovil rejected the proposal, and later a number of 
politicians in our wing (for instance D. Pavlychko) 
reproached him: they said one should have accepted Pres- 
ident’s proposal. By rejecting it we pushed the President 
towards the partocracy. Had we not pushed him he would 
have been with us. 


No, he would not have been with us. He was only with us 
in one thing - he accepted the idea of an independent 
Ukraine. In everything else he 1s with the others. Let us 
look at who he has surrounded himself with and see what 
kind of policy he planned. True, Chornovil’s thirst for 
power filled his consciousness so much that he was not able 
to reconcile himself with Kravchuk’s victory and he 
reproached him at any opportunity. However, for the sake 
of fairness it must be said that Chornovil did not abort the 
President's rapprochement with Rukh. But then Kravchuk 
had not been planning a rapprochement. Let us look at 
President's actions rather than his words. It 1s well known 
that one cannot conduct a new policy using people from 
the past, but the President has surrounded himself with his 
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old Communist colleagues. Why had not he called to 
power reformist politicians? How can one reform the 
economy using defenders of the old economic order? So 
the words on collaboration with the Rukh were just soap 
bubbles, not Kravchuk’s real intention, 


Of course, 1f Rukh were stronger than the partocracy 
stratum, Kravchuk would aim at rapprochement with it 
rather than with that stratum. But as long as the Rukh 1s 
weaker, Kravchuk will move away from tt. 


Our President 1s not a person that follows his own line. He 
is the one who ts always with the majority, te. where the 
power is. During the resolution of the third historic task, 
privatization, the fight between reformers and opponents 


of reforms has been the essence of the political struggle of 


the last two and a half years. The President has joined the 
stronger side - the opponents of reform (and this 1s why 
Ukraine has been making no headway). To assume that 
Chornovil had rebuffed Kravchuk means to see the latter 
as an idealist able tu risk his career and speak up for 
reforming the economy against his own partiocratic class. 
This is not him. Because Mr. Kravchuk ts not just smart 
but also sly, placing one’s own people into his entourage 
results in that person becoming a champion of President's 


policy in the organization rather than a champion of 


Organization's policy in President's entourage. 


Another way to influence the President from the side 1s to 
send large and small delegations to him and have indi- 
vidual discussions with reformer patriots. The President 
uses such meetings mainly to blame reformist politicians. 
“So what have you, the democrats, done to accelerate 
privatization? To tame Russian chauvinists tn the Crimea? 
To ...?” He has the power and he gave it to partiocrats - he 
surrounded himself with former apparatchiks and soviet- 
era administrators, while shifting the blame for the author- 
ities’ inaction and the collapse of the national economy 
to our politicians. real democrats, who have no 
administrative power! 


In view of the fact that Kravchuk follows the strongest side 
rather than conducting a clearly national state policy the 
most efficient way of influencing him ts the third way - by 
nationwide protest 


The Ukrainian Republican Party 1s a small party: it had 
been able to conduct all-Ukrainian actions in cooperation 
with Rukh and other organizations due to a favorable 
public atmosphere - the enthusiasm of a fairly large 
number of people 


A shortcoming of Rukh of those years was tts certain 
spontaneity shifting from one enormous action to 
another. The actions had played an important role in 
awakening the people and fighting for independence, but 
this form of mass movement turned out to be ineffective in 
reforming the national economy. It 1s necessary to reach a 


higher level of political activity, namely a method of 


regular and systematic pressure on the authorities aimed at 
enacting privatization laws and organizing their practical 
implementation. This level of political activity wall 


become possible when the structurization of society occurs 
through the creation of several large political parties. 
Supported by hundreds of thousands of their members and 
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active sympathizers all over Ukraine such parties will be 
able to achieve appropriate changes via the Parliament and 
Government. 


Until such parties are created and until the URP [Ukrai- 
nian Republican Party] grows into a powerful, hundred 
thousand member strong organization one must go back to 
old time-tested methods of pressuring the authorities - 
rallies, demonstrations, picketing, strikes etc. In 1989- 
1991 we were using these methods in our struggle for 
democratic rights and Ukraine’s independence. 

Now, in addition to the above mentioned pressure on the 
authorities (including the President) we have to use these 
methods to repulse Communism and Russian chauvinism 
and to expand the ranks of the Republican Party. 


Has Communism really gotten a second wind? 


The current Communist revanche and breakthrough to the 
Supreme Council became possible not because the people 
all of a sudden had fallen in love with Communists. Not at 
all. It became possible because of underdevelopment of 
our democracy and the resulting opportunity of mass-scale 
falsification of the elections. People’s belief in the possi- 
bility of improving their life by going back to the old order 
played a much smaller role in Communist’s victory than 
the electorate’s fear, imposed by the party of power in 
cooperation with kolkhoz chairmen and red directors 
using real psychological terror. These first elections in the 
independent Ukraine which were democratic in form and 
absolutely undemocratic in spirit were the last extremely 
unfair elections. I believe the next elections will provide 
the opportunity to demonstrate the real mood of the 
people and throw the lying, cunning and cruel 
Communism onto history’s garbage heap. 


The process of parties’ growth will begin. It is inevitable. I 
believe in the strength of the URP. Only the URP ts 
capable of lifting Ukraine to the summit of happiness. 


| am appealing to the young generation, patriotic young 
men and young ladies. Don't forget, friends, that Ukrai- 
nians’ spiritual victory over the werewolves and reformers’ 
victory over the old order depend on you. This 1s on you 
that the time for privatization, the renewal of industrial 
production and improvement of people’s life depend. 
Think of yourselves as nationally conscious Ukrainians tn 
charge of things. 


Get to work immediately and God help you and all of us! 


UKRAYINSKA HAZETA. No leader of any existing party 
and association can deny that Levko Lukyanenko ts an 
outstanding political figure and a real and great patriot of 
Ukraine. Only one thing 1s odd and incomprehensible: why 
this intelligent high-integrity hardened tactician and strat- 
egist in the building of our independent state staying on the 
sidelines of the political competition of two main forces - 
democratic and Communist. Why ts he absent at the main 
area of the battle, in the Supreme Council chamber as a 
people’s deputy? Why does not he head the party he 
created which today due to its present inert and lifeless 
leadership has lost its high prestige? It 1s disgusting to see 
the very entrance to its building! We think Mr. Luky- 
anenko, who among Ukrainian politicians can only be 
compared in terms of strength, greatness and gravity to 
Academician Thor Yukhnovskyy, should come out from 
the wings. For Ukraine will perish otherwise. 
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Social Democratic Bloc Seen Inevitable 
Y44K 16044 Kiev VECHIRNIY KYYIV 


»] 


in Ukrainian 22 Jun 94 p 2 


[Article by Mykola Bilonis under the rubric 
“Parties”: “*...Of All Countries, Unite! as the Slogan of 
Contemporary Social Democracy” | 


{Text} The defeat of parties with a social-democratic and 
liberal orientation (for which orientation they are fre- 
quently and not too accurately called “centrist parties’’) 
during the spring elections to the parliament has forced 
their leaders to give less thought to personal ambitions and 
to pay more attention to the organizational development 
of the parties. It just so happened that precisely these party 
leaders—Volodymyr Filenko (PDVU [Party of the Demo- 
cratic Revival of Ukraine]), Yurty Zbitnev and Mykola 
Zarytskyy (SDPU [Soctal-Democratic Party of Ukraine}), 
Anatoliy Matviyenko (TKU [Labor Congress of Ukraine]), 
Mykhaylo Hrechka (UPS [Ukrainian Industrial Union}), 
Volodymyr Klymchuk (LDPU [Liberal-Democratic Party 
of Ukraine]), and Volodymyr Zolotaryov (KDPU [Consti- 
tutional Democrat Party of Ukraine]) were not elected to 
the parliament. In view of that, they, strictly in accordance 
with Marx, have nothing to lose, not even their parliamen- 
tary seats. The predisposition to unite 1s being brought out 
in “political proletarians.” As is usually the case, solidarity 
sprung up first among the social democrats. 


A series of consultations between the leaders of the PDVU, 
the SDPU, the TKU, and the UPS attended by the top 
officials of some other parties was held immediately after 
the election on the initiative of Volodymyr Filenko and 
Mykhaylo Hrechka. The issue was raised point blank: A 
united centrist party should be created, and to this end the 
claims of particular groups to leadership status can be 
sacrificed. 


Filenko turned out to be the most ardent supporter of the 
creation of a united party in the immediate future. 
According to him, a joint organization may be created 
within months without wasting time; the effort should 
begin right away. Filenko’s mood ts quite easy to under- 
stand: The former leader of New Ukraine 1s currently the 
leader of just a small party. In addition, a sizable group of 
“dissatisfied” exists within the PDVU itself. Reproaches 
leveled against Filenko mounted before the regular PDVU 
congress—he was reminded of his preelection swinging 
between the MBR [Interregional Reform Bloc] and the 
national-democrats and the ambiguity of the position 
within the PDVU. Only through his extraordinary effort 
did the PDVU leader succeed in preventing “‘score- 
settling” at the congress and retaining his leadership posi- 
tion. However, he apparently drew his own final conclu- 
sions, announcing as early as the next week that to him, 
even a second-string position in a united social-democratic 
party 1s preferable to being the leader of a separate but 
small party. Filenko solemnly proclaimed at the SDPU 
congress: “Moreover, | am prepared to write a petition to 
quit the party the day after it 1s created in the belief that I 
have accomplished the task of my life.” 


To be sure, representatives of the Labor Congress of 
Ukraine do not share the enthusiasm of the PDVU leader. 
The reason for this is rather simple: The TKU has always 
been the “black sheep” in the social-democratic ranks. 
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Continuous statements by “laborists” concerning their 
loyalty to social-democratic ideals notwithstanding, 
PDVU and, in particular SDPU members have perceived 
the TKU as a “post-Komsomol” [All-Union Lenin Com- 
munist Youth League] structure which has changed colors 
solely out of opportunistic considerations. The structure of 
the Labor Congress is also different from that of other 
social-democratic parties. The SDPU and the PD VU were 
built “from below,” by a group of enthusiasts on certain 
ideological principles, whereas the TKU was formed 
“from on high,” drawing on already existing nonpolitical 
structures, and only later looked for an “ideological” 
image. It is hard to say at present how compatible such 
structures of a different nature will be within the frame- 
work of a united party. The TKU leadership views with a 
certain apprehension the prospect of opening its structures 
to the “uninitiated,” to say nothing about the possibility of 
their “absorption” by someone else, even if this someone 
happens to be a social democrat. This is precisely why the 
TKU leaders believe that there is no need to be in a hurry 
to unite, and that it would be better to pay more attention 
to specific joint actions, the development of a joint polit- 
ical platform, the preparation of organizational mecha- 
nisms, etc. To their mind, the ideal scenario would be to 
form a united party at the time of the new parliamentary 
election campaign. 


The SDPU holds a particular position in the “unification 
process.”’ Having itself gone through a very painful process 
of splitting and the subsequent unification of two parties, 
the SDPU takes a quite discriminating look at the condi- 
tions and mechanisms for unification. Besides, the SDPU 
insists on the mandatory keeping of the attribute “social- 
democratic” in the name under all circumstances. In the 
opinion of the SDPU leadership, this will spare the new 
association the syndrome of ideological indetermination 
which at one time robbed the PDVU and New Ukraine of 
an opportunity to become powerful forces. Andriy 
Nosenko, the leader of the SDPU Kiev organization, 
stated: “Attempts to unite liberals and social democrats 
within a single party are doomed to failure. We will avoid 
the repetition of recent mistakes by designating the future 
association as social-democratic.”’ 


SDPU leaders believe that there is no need to necessarily 
create a united party. To their mind, the mechanism of a 
strict political bloc would be more effective. The author of 
this concept, current SDPU leader Mykola Zarytskyy, 
headed the secretariat of New Ukraine for almost one year. 
Proceeding from this experience, he proposes to form 
something on the pattern of New Ukraine, but solely out of 
Organizations with a social-democratic orientation. 
Zarytskyy states: “However, this should be a stricter bloc. 
It should have joint programmatic documents and a pre- 
cise mechanism for making policy decisions which the 
members of the bloc will have the duty to carry out. How 
is such a bloc different from a party? It is different in that 
it does not interfere in the internal affairs of parties that 
are members of the bloc.” 


Reservations concerning internal affairs are quite charac- 
teristic of SDPU leaders. At one time, the SDPU already 
merged with another party (OSDPU [United Social- 
Democratic Party of Ukraine]) into a united structure. The 
formal unification had occurred, but a struggle between the 
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“ex-SDPI ind the “ex-OSDPU” continued within the 


party until recently. It became particularly acute during 
and atter the parliamentary elections, which could not but 
influence the performance of the party itself in the elec- 


tions. At the last SDPI 
the “ex-OSDPI 


following a MCSSAPe 


ongress, delegates representing 
altogether quit the congress immediately 
1 greetings from Volodymyr Filenko 
with an appeal to unify 


\t a press conference following the congress, Mykola 
Zaryvtskyy tried to stress that ideological differences within 
the SDPU! were not the reason for the demarche. Nonethe- 
less. it is no great secret that the group which left the 
congress has a more pro-Russian and, putting 1t conven- 
tionally ‘orentation. Despite the fact that 


‘pro-so ralist 


the supporters of this group are an absolute minority 
within the SOPU (approximately 20 percent), such differ- 
ences substantially hamper the development of the party. 


ft iS easy to Imagine what 1s going to happen when all 
urrents of the SDPU, the PDOVU, the TKU, and the UPS 
ndu ithin the united party. [tts only worth noting that, 
for example, groups with a liberal orientation which 
unequl liv reyeet the very word “social-democrat” exist 
in the Vid 
In view ( ms that the scenano for creating a 
united b ppears the most lucrative. It not only provides 
in Op] he most fundamental ideo- 
pical differe between the parties but takes into 
acco nal ambitions of the leaders to a consid- 
erable degr Vithout wasting energies in resolving the 
issue of wi ii become the leader of a single party, after 
all. B there 1 tain experience of cooperation in 
the already mentioned New Ukraine. However, most Itkely 
the leac wl-dem tic parties just do not have a 


choice. Anott yntender tor social-democratic laurels, 


the Socialist Party of Ukraine. ts breathing down their 
necks. A have considerably more money, structures, 
and deputies than all the ntrist’ parties combined, the 
5 sts | established relations with mterna- 

na! so crats who, as a matter of principle, used 
to have relat ) with noncommunist forces 
Therefore, | Yer mocrats are uniting “through no 
! So. itis possible that the parliamen- 
tary electior sults will turn out to be favorable for 
den utc | at | this score. As they say, “every 
( } hive 


Final Election Results Published 


JI K PECHERNIY DONETSK 

y) ‘Ler j 

| t. “Presidential Election—With 
4 { ' j } of ) Percent” 

fext] T} 1] Commission has provided its 
tinal of! re : the election of the president of 
lhe names of 630.835 citizens of Ukraine were entered 
yn voter lists tor the election of the president of Ukraine. 
Som ple—70.37 percent. participated in 
1 he f votes was established for the 
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Valerty Georgiyevych Babich—644,263 (2.43 percent), 
Leonid Makarovych Kravchuk—9,977,766 (37.68  per- 
cent), Leonid Danilovych Kuchma—& 274,806 (31.25 per- 
cent), Volodymyr Timofeyevich Lanovyy—2,483,986 
(9.38 percent), Aleksandr Aleksandrovich Moroz— 
3,466,541 (13.99 percent), Ivan Stepanovich Plyushch 
321,686 (1.22 percent), and Petr Mikhaylovich Talan- 
chuk—143,361 (0.54 percent) 


Consequently, none of the candidates received over half 
the votes of the participating electorate. In accordance 
with Article 42 of the Law on Llection of the President of 
Ukraine, a runoff election will be conducted Sunday 10 
July involving the two candidates who received the 
greatest number of votes—Leonid Makarovych Kravchuk 
and Leonid Danilovych Kuchma 


ECONOMIC AFFAIRS 


Issuance, Circulation of 1993 Securities Tracked 
944K 15174 Lvov POST-POSTUP in Ukrainian 
No 19. 10-16 Jun 94 p 86 


[Unattributed article: “Issuance and Circulation of 
Securities in Ukraine During the Year 1993°} 


[Text] The condition of the Ukrainian securities market 1s 
characterized by those securities that are issued by 
Ukraine's economic entities and are tn circulation. 


As of | January 1994, enterprises. banks, and other com- 
mercial structures with all forms of property ownership 
had issued securities in a total amount of 1.1251 trillion 
krb [karbovantsy]. In particular, during the vear 1993 they 
issued 97 percent of this amount (1.0966 trillion krb) 
Among the securities issued in 1993, 34.3 percent are 
accounted for by shares of stock, 20.0 percent by savings 
certificates, and 0.2 percent by bills of exchange. The 
largest portion—45.5 percent—belongs to § 


ires of enter- 
prises and shares of work collectives: these shares do not 


circulate freely and are distributed solely among the 
employees of the enterprises involved 


Virtually all the securities which existed prior to 
1993 were, as of that date, distributed to pur 
percent), while of those issued during the year 1993, 
percent were distributed at first. Within this amount. bills 
of exchange and other securities were distributed com- 
pletely, shares in the amount of more than 88 percent, and 
savings certificates—SO percent 


Altogether, the value of securities issued by Ukrarman 


economic entities distributed by them prior to | January 
1993 and those distributed for the first trme during the 
vear 1993 amounted to Q7} > billion k h Some of them 


(SS percent. or an amount worth $38.9 billion krb) were 


purchased by the issuing bodies for the purpose of reselling 
or liquidation. These items included practically the entire 
total of those bills of exchange which remained the 


hands of the issuing bodies. This may have been done in 
order to ensure that the above-mentioned ttems could 
acquire the status of genuine Also bought up 
were & billion krb worth (2 percent) of shares. of which 9 


percent were Inquidated. and the 


ecuritres 


percent were resold. 32 
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rest (worth 4.8 billion krb) have remained undistributed in 
the hands of the issuing bodies concerned; 23 percent of 
the savings certificates, which were almost entirely resold. 
This latter fact is explained by the banks’ desire to 
continually make use of the population’s savings for 
commercial purposes. 


Along with this, at the beginning of 1994 almost 59 percent 
of the securities (worth a total of 658.6 billion krb) 
remained undistributed. This can be accounted for princi- 
pally by shares of enterprises and work collectives, which 
do not freely circulate and which are distributed solely 
among the employees of the enterprises involved, such 
shares represented 76 percent of the total value of undis- 
tributed securities. The remainder comprised savings 
certificates (17 percent) and shares (7 percent). 
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Of the total value of the issuing bodies’ securities distrib- 
uted as of | January 1994, 49 percent each were in the 
hands of legal entities or private individuals (472.3 and 
473.3 billion krb, respectively), while 2 percent were 
possessed by investors from other countries (25.6 billion 
krb). The principal portion of shares belonged to legal 
entities (70 percent of the total amount of distributed 
Shares), whereas private individuals owned 23 percent, 
and investors from other countries—7 percent. Basically 
what was sold were shares of common stock (94 percent of 
the total amount distributed), while shares of preferred 
Stock accounted for only | percent, and other kinds of 
shares—S percent. It should be noted that last’ year 
Ukraine’s population hardly made any use of their priva- 
tization certificates for the purpose of acquiring securities. 





Value of Securities in Ukraine (in million krb) 
As of 1 Jan 93 | 


| 


As of | Jan 94 

















Sees 2 7 ieee a ia cusaades _ { 
Total 4,557,869 5.678.479 
Consisting of: 
Shares of stock 15,802 396.390 
— — - _ _ - ee = —E a ——— - + 
Bonds 2,914,913 2,916,289 
ccieusesiennsieicaiaiaas Se ee isienaemsieaesisstaioeoaementenacirsinase _ meet + 
Treasury bonds 1,206,530 1,223,876 
o— —_ ———e = —E ———— ————EEe a ——EE SSS — + 
Savings certificates 407,682 629.916 
Bills of exchange | | 118 
Other securities 12,94] | 511,890 
Circulation of Securities in Ukraine (in million krb) 
_ esi anerthoonaiasni ic Sesto oicearaelge ase : 
Issued as of 1 Distributed as Purchased | Resold during | | iquidated Remainder of 
Jan 94 of 1 Jan 94 during 1993 1993 | during 1993 distributed 
| | Shares as of I 
| Jan 94 
1 2 3 4 | 5s 6 
Total 1,125,056 971,172 $35,904 | 26,104 | §,074 | 658.610 
Consisting of: 
Shares of stock if 391,409 | 347.653 | 7,996 | 29 2,541 48.482 
— : . = == — smectite a a 7 + 4 
Bonds | 8 7 | | 
Savings certificates 219,229 1,099,298 25,393 25,375 18 109.93) 
- - - - a - - - ~— - + + + 
Bills of exchange 2,520 | 2,520 2,515 | 2,515 
— _ _—- — - ~ me - - 7 > 
Other shares 511,890 511,694 | §00,000 | §00.196 





Column | indicates the values of securities issued prior to | 
Jan 93 and the values of all securities issued during the year 
1993 


Column 2 indicates the values of securities distributed prior 
to 1 Jan 93 and during the year 1993 


Column 3 indicates the values of private securities pur 
chased by an issuing body for the purposes of saving or 
reselling, which is shown in Columns 4 and § 


Column 6 indicates the values of private securities undis 
tributed by the issuing body, as well as those remaining in 
its hands as of 1 Jan 94 
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Amounts of Reciprocal Investment in the Form of Securities (in million krb) 



































Securities of Issuing Bodies in Ukraine Reminder Securities of Issuing Bodies in Other Coun- Reminder 
Sold in Other States as of 1 Jan tries Acquired in Ukraine as of | Jan 
94 94 
EEE 
Remainder Acquired in Purchased 4 Remainder Acquired in Purchased 8 
as of I Jan Other by Ukrai- as of I Jan Ukraine by Issuing 
93 States nian 93 During Bodies of 
During Issuing 1993 Other 
1993 Bodies States 
During During 
1993 1993 
1 2 3 5 6 7 
Total 269 25,297 25,566 333 8,717 1,410 7,640 
Consisting of: 
Shares of stock 269 | 25,297 25,566 332 8,600 1,410 7,522 
Bonds | 5 - 5 
Bills of exchange I 112 - 113 





























Columns | and 4 indicate the values of securities issued by 
Ukrainian issuing bodies—securities which were owned by 
economic entities of other states as of the date shown. 


Columns 5 and 8 indicate the values of securities issued by 
issuing bodies of other states—securities which were owned 
by Ukrainian private entities as of the date shown. 


Harvest Expectations Outlined 
944K 1631A Kiev VECHIRNIY KYYIV 
in Ukrainian 25 Jun 94 p 2 


[Article by Natalka Prudka and Yurty Safiulin, Ukrainian 
Information Service, under the rubric “Issues of the 
Sector”: “Rye, Wheat, and All Kinds of Grain”’] 


[Text] Ukraine holds a leading position in the world in 
grain production; it 1s also ahead of many countries not 
only in terms of total volume of production (Bulgaria, 
Great Britain, Italy, Poland, Romania, and Japan) but 
also on a per capita basis (Great Britain, Italy, China, 
Germany, Japan, and others). 


For a long time Ukraine has been called a bread basket 
which, with its highly mechanized agriculture, specialized 
mostly in the production of grain and industrial crops. 


Out of the total area of Ukraine’s lands, which comes to 60 
million hectares, more than 31 million hectares are allo- 
cated for crops. Of these. grain crops account for 14 
million hectares. Winter grains account for 50 percent of 
all planted areas in Ukraine. At the same time high yields 
of corn are obtained in the steppe zone, and in Polissya 
and the Carpathian foothills—high yields of rye. 


The climatic and natural conditions of Ukraine are condu- 
cive to high yields. Some 50 percent of the forest-steppe of 
Ukraine has chernozem soils which contain 4 to 6 percent 
humus. The seacoast of Ukraine ts rich in chernozem. 


In 1993 the gross crop of agricultural products fell by 1.7 
percent compared to the previous year. On the whole, last 
year 45.6 million tonnes of grain were harvested, which 
was 18.3 percent more than in 1992. Such indicators were 
successfully achieved because of climatic conditions, while 
fertilizer deliveries dropped (by 62 percent compared to 
1992), as did those of pesticides (by 65 percent). 


However, last year’s large crop was not a favorable factor 
in an increase of the export of such products by Ukraine. 
Thus, in 1992 the volume of grain exports came to 267,400 
tonnes and imports—to 1,961,100 tonnes. In 1993 the 
gross grain crop increased but the volume of export fell to 
160,900 tonnes, whereas imports virtually remained at the 
level of the previous year—1,942,700 tonnes. 


The decline in exports 1s due to the fact that the state did 
not settle with the agrarians in time; for this reason, they 
did not ship all of the output to replenish state stocks. As 
is known, last year the agrarians did not fulfill the state 
order for grain delivery. Therefore, in the year with the 
highest crop, Ukraine had a negative balance of foreign 
trade which came to $60 million. 


An analysis of the regional breakdown of Ukraine’s foreign 
trade in grain crops indicates that Ukraine imports the 
most from faraway foreign countries—about 60 percent— 
while exporting the most, more than 98 percent, to nearby 
foreign countries. Ukraine imported the largest volumes of 
grain from the United States, France, Kazakhstan, the 
Netherlands, Sweden, and Switzerland. Belarus, Turkmen- 
istan, Moldova, and Tajikistan are the largest consumers 
of Ukrainian grain. 


In 1994, experts predict a decline in the crop compared to 
1993 due to a freezing winter as well as frosts in the spring. 
More than 2 million hectares of winter grains had to be 
replanted in view of winterkill. 
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Grain Production by Countries of the World: (Data for 1991) 


















































State Total volume, million Volume of production 
tonnes per capita, kilograms 

Ukraine 1991 38.7 746 

1992 38.5 739 

1993 45.6 874 

Bulgaria 8.0 889 

Great Bntain 23.3. 407 

Italy 17.4 301 

China 37.9 333 

Poland 28.6 747 

Romania 17.3 742 

United States 314 1,250 

Hungary 12.6 1,240 

France 58.1 1,024 

FRG 26.1 392C 

Japan 14.0 113 

















Ukraine's Foreign Trade in Grain Crops in 1993 (million dollars) 







































































Name Import Export 
Wheat and wheat-rye mixes 28.3 | 13.6 
Rye 48 | a 

ee Le eae ean. 
Barley 1.5 0.5 

_ 
Oats 0.088 0.002 
Corn 42.4 47 
Rice 6.6 0.013 
—- —__{——_——-4 
Buckwheat, millet and other grains | 0.007 0.132 
Wheat flour 0.178 §.843 
ainda ___j _f __ 
Flour of other grains | 0.098 | o 
Cereals and grain pellets 0.125 0.291 
Processed grain | 0.015 0.263 
ol eisce ce ee cee eenaniadlcctecioau 

Total | 83.933 25.344 
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Karbovanets Appears To Strengthen Against 
Dollar 


944K 1583A Kiev KONTRAKT in Russian 
No 15, Jun 94 p 3 


[Interview with Aleksandr Kireyev, deputy chairman 
of the Board of the National Bank of Ukraine, by 
Anatoliy Grigoryev: ‘““‘We Need Efforts Verging on a 
Heart Attack’’] 


[Text] In the last few weeks the official exchange rate of 
the Karbovanets against the dollar has moved from the 
fated figure of 12,600 krb to the dollar and has seem- 
ingly begun to drop (see table). What does this mean? I 
asked this question of Aleksandr Kireyev, 
deputy chairman of the Board of the National Bank 
of Ukraine. 


[Kireyev] This is the result of the efforts of the 
National Bank, aimed at abolishing the fixed rate of 
exchange, which is being made too robust, because the 
government's lack of comprehension is being increas- 
ingly confirmed by the peculiar calculations which it is 
using. The calculations are so unprofessional that I 
have already asked Vice-Premier Landyk who is pro- 
viding them for him, and what kind of consultants, 
legal advisors and experts there are. It follows from 
these calculations that, if the exchange rate rises to 
market level, the prices will triple tomorrow. If, how- 
ever, we proceed from a cost-led technology, which 
takes energy-carriers into consideration, prices will rise 
by a maximum of 25-30 percent. Today we have 5.8 
percent inflation, and this increase can go on for three 
months, and then there will be no social explosion. In 
addition, the disparity between the fixed and market 
exchange rate is long past—everyone is selling on the 
basis of the real exchange rate. This means that this 
30-percent rise in prices should not happen, since the 
market is already regulating prices. We must level out 
the exchange rates and forget that there is any kind 
of regulation. In order to do this, however, we 
will need efforts, I would say, verging on a 
heart attack. 





C urrency Exchange Rates for Ukrainian Banks on 14 June 1994 
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City U.S. dollar German mark Russian ruble 
buying | selling black buying selling black buying selling black 
| L market market market 
nina pcan —_—+ —_____} 
Kharkov Ukrsnebank 47,200 | 48,380 48,000 28,720 29,440 29,000 24.10 24.70 24.50 
. a —— 
Dnepropetrovsk Dnepro 46,200 | 47.100 47,000 — 29,000 _— _ 23.90 24.00 
Dneprodzerzhinsk| Dneprservis- 47,000 | 48,000 | —_ 28,000 28,500 _ 23.50 24.00 24.00 
bank | 
——— —+—- —___—— —_—+——_— —— +———- 
Lugansk Ugzhep 47,500 | 48 800 r — 28,000 28,500 = 24.50 25.00 25.00 
rogress 
bank | 
Chernegov Chernigov- — | 47,900 | 48,000 — 29,000 -- — 24.60 25.00 
bank | 
a = 4H + a —+ ee — + 
Lvov | Elektronbank 7,700 | 48,800 | 48.000 27,400 28,888 27,500 23.50 | 24.00 -- 
a a a a Ss ss sss. + + ee 
Odessa | Porto-Franco | 46,900 | 48,000 | — - 30,000 | = 2300 | — 25.00 
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Currency Exchange Rates for Ukrainian Banks on 14 June 1994 (Continued) 

City Bank US. dollar German mark | Russian ruble 

buying selling black buying selling black buying selling black 

market market market 
Ulgorod Zhesbank 48,000 49,200 48,500 28,500 29,200 _ 22.50 a 23.00 
Sumy Prominvest- 47,500 — _ 27,000 - a _ — — 
bank 
Rovno Ekonombank ~ 51,000 = 27,000 | — — 24.50 _ — 
Zaporozhye Slavyanskiy 47,000 48,000 48,000 27,500 28,300 a 23.50 24.00 24.00 
Donetsk Ikar-Bank 47,200 48,200 _ 27,900 28,500 —_ 23.90 24.50 25.00 
Telephone information (044)265-48-53 Fax (044)265-16-29 
Currency Exchange Rates for Private Persons 
Name of Bank US. doliar German mark Russian ruble Date 
Exchange rate, | Exchange rate, | Exchange rate, | Exchange rate, | Exchange rate, | Exchange rate, 
buying (krb.) selling (krb.) buying (krb.) selling (krb.) buying (krb.) selling (krb.) 

AVAL 46,700 47,800 28,000 28,700 23.00 23.50 14 Jun 94 
AZhIO 46,200 47,000 28,000 28,600 23.90 24.40 14 Jun 94 
Ukraina Assots. 46,500 47,650 27,300 28,000 23.00 23.50 14 Jun 94 
Brokbiznesbank 46,000 47,150 28,050 28,750 22.00 22.55 14 Jun 94 
VABank 46,500 47,650 27,300 28,300 — 25.00 14 Jun 94 
GRADOBANK 46,450 47,600 28,260 28,960 — 24.50 14 Jun 94 
INKO —- 47,150 28,000 28,700 24.40 25.00 14 Jun 94 
INTERBANK 46,300 47,500 28,200 28,900 23.00 24.50 14 Jun 94 
LEGBANK 46,600 47,700 27,700 28,700 _ 24.60 14 Jun 94 
Lyga 46,500 47,700 27,700 — — — 14 Jun 94 
NARODNYY 46,700 47,700 27,800 28,400 23.00 23.50 14 Jun 94 
BANK 
PERKOMBANK 46,500 = _ 29,000 = = 14 Jun 94 
PRAVEKS-BANK at 48,000 _ 29,000 = 25.00 14 Jun 94 
Podel. otd. LIB 46,000 - am —_ 22.00 = 14 Jun 94 
UKRINBANK 46,500 47,600 28,077 | 28,740 — 23.30 25.00 14 Jun 94 
UkrSotsbank 46,700 47,850 27,700 23.400 | 2300 = 14 Jun 94 
Ekonombank- 46,500 47,680 27,500 180 | — bie 14 Jun 94 
kredit — | | 
YeKhVIO 46,900 47,700 27,500 28,000 = — 14 Jun 94 
DENDI Adm. 46,800 47,760 27,750 a 28,440 22.90 =o 23.45 14 Jun 94 
































Note. The data on Kiev commercial banks was obtained from the Kalina Co. Tel. (044)417-81-17. The company provides daily information for its 


clients. 
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Edict on Measures To Compensate for Securities, 
Savings Devaluation 

944K 1568B Kiev DEMOKRATYCHNA UKRAYINA 

in Ukrainian 18 Jun 94 p 2 


{Text of edict] 
[Text] 


Edict of the President of Ukraine on Priority Measures 
To Compensate Citizens of Ukraine for Losses From 
the Devaluation of Securities and Monetary Savings 


In order to compensate citizens of Ukraine for losses from 
the devaluation of securities of the former USSR and 
monetary savings at institutions of the Savings Bank of 
Ukraine and the former Ukrderzhstrakh [Ukrainian State 
Insurance Committee], | DECREE: 


1. That the circulation of obligations of the State Dedi- 
cated Non-Interest-Bearing Loans of 1990, state trea- 
sury obligations of the USSR and certificates of the 
Savings Bank of the USSR be halted. 


. That the Cabinet of Ministers of Ukraine: 


to 


—provide the appropriate funds, while preparing pro- 
posals with regard to clarifying the indicators for the 
State Budget of Ukraine, for the redemption of the 
State Dedicated Non-Interest-Bearing Loans of 1990, 
the State Domestic Lottery Loan of 1982, state trea- 
sury obligations of the USSR and certificates of the 
Savings Bank of the USSR, indexed in accordance 
with the rate of the rise in consumer prices in 
1992-94: 


—develop and approve, within two weeks of the adop- 
tion of changes and amendments to the State Budget 
of Ukraine for 1994 by the Supreme Soviet of 
Ukraine, a procedure for the redemption of securities 
of the former USSR; 


-—prepare by 15 September 1994, with the participation 
of the National Bank of Ukraine, proposals for com- 
pensation to citizens of Ukraine for losses from the 
devaluation of monetary savings at institutions of the 
Savings Bank of Ukraine and the former Derzhko- 
mstrakh [State Insurance Committee], providing for 
the priority compensation of retirees, veterans of 
wars, invalids, people with many children and poorly 
off families, families that have suffered the loss of the 
breadwinner and single mothers. 


3. This Edict takes effect as of the day of its signing. 
President of Ukraine L. Kravchuk 
City of Kiev, 15 June 1994 


Yeputy Minister on Second Privatization Wave in 
uly 

$ 4K1568A Kiev DEMOKRATYCHNA UKRAYINA 

in ‘‘krainian 18 Jun 94 p 2 

[Interview with Deputy Minister of Economics Lada Ana- 


toliyivna Paviikovska by Alla Nosova: “Lada Pavlikovska: 
‘Privatization Requires Political Support’”’} 


[Text] While expecting a second wave of privatization in 
July, perhaps not all have felt the real advantage of the first 
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one. Privatization for the average citizen 1s still the latest 
Faia Morgana. We should have increased optimism none- 
theless, owing to two factors: 40 percent of those adults 
polled by sociologists recently favored privatization, and 
young, thinking government workers have begun appearing 
in executive structures who are, in essence, steadfast 
ideologists of our reforms. 


I would include among their numbers Deputy Minister of 
Economics Lada Anatoliyivna Pavlikovska. Recall (for 
those who saw the television reports from the hall of the last 
sessions of the Supreme Soviet) how qualified, persuasive, 
enthusiastic and calm their speeches to the deputies were in 
defense of the economic reforms. Not every economist or 
jurist (of the male gender) could stand up to such an 
audience. The advantage of Lada Pavlikovska is her knowl- 
edge, experience and convictions. That is without doubt. 


That is why we asked Lada Anatoliyivna to tell our readers 
how each can take part in privatization in practice. 


[L.A. Pavlikovska] You already know that a conceptual 
model for privatization was adopted in Ukraine in 1991, 
which envisaged granting its citizens ownership of a por- 
tion of state property without charge. That portion is 70 
percent, which pertains to state enterprises. Our Ukrainian 
certificate was defined proceeding from those percentages. 
It totaled 30,000 coupon-karbovants: in 1992. Another 
indexing of the fixed capital, and the corresponding 
indexing of the Ukrainian certificate, was done in August 
of 1993 as a result of inflationary processes. It is now at 
1,050,000 karbovantsi. This corresponds to the ratio of the 
certificate to the value of the fixed production capital. The 
legislation of Ukraine guarantees that each of its citizens 
has the right to receive a portion of property without 
charge in the value of that certificate. The sole concession 
is for members of the labor collective. They have the right 
to obtain shares of stock at nominal value in exchange for 
the certificate, as well as to acquire shares of stock in their 
enterprise for money at the nominal value for an amount 
of half a certificate, that 1s, for $25,000 karbovantsi. 


The other shares of stock in a given enterprise will be used 
for mass privatization, in which other segments of the 
population may take part. 


Certificates are printed both as documents and as securities 
in the United States. They come out at savings banks in 
August. Work with non-cash transactions, which are 
already being used to a considerable extent, has shown that 
they only make the participation of each in privatization 
more complicated. People have to go around to various 
offices. According to the new rules, there are lists of citizens 
at the savings bank, and certificates in their name are 
issued to them there with those lists. You get the certificate 
and already are thinking about where to invest it. 


[A. Nosova] Lada Anatoliyivna, the resident of one of the 
rayon centers in the Poltava region has written to the 
editors. He is waiting hopefully for the appearance of the 
certificates, since there is a great deal of vagueness 
regarding non-cash transactions. But he has a problem. He 
does not want to invest it in the sole large enterprise in the 
region—a dairy plant. He would like to acquire shares of 
stock in one of the enterprises in the petroleum-refining 
industry. So what then, does the retiree have to take his 
money and go to Kremenchuk, Drohobych or Lysychansk? 
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[L.A. Pavlikovska] We already have several variations of 
proposals on how to invest the certificate. There is already 
a network of trust companies that can accumulate the 
certificates of citizens and themselves determine where to 
invest them. The creation of a network of voucher auc- 
trons—offices for the acceptance of applications that are 
operate under the supervision of the privatization bodies, 
but work directly with the citizens—has begun. A person 
comes to one of those offices that takes applications, they 
give him information on what is being privatized, what is 
being offered for auction, and in what city or town. Each 
citizen, making use of this information, can submit a claim 
to the enterprise in which he wants to invest his certificate. 
Each owner eventually receives notification of the quantity 
of shares of stock in that enterprise that he owns. 


These offices operate on principles of cost recovery. The 
creation of these offices will be completed in the fall, with 
the appearance of the certificates. We are planning to make 
a unified privatization computer network in Ukraine. The 
system should be such that every citizen, at the office 
located where he resides, can obtain complete information 
on what ts being sold where across all of Ukraine. Each can 
select for himself the object that is being offered for 
auction tn any city of Ukraine. So in two or three months, 
your reader will be able to acquire shares of stock in 
enterprises that are in other oblasts. 


I hope that when everything 1s ready for the simplified 
procedure for the sale of shares at voucher auctions, only 
the certificates themselves will be used. 


It would not be advisable to give specific recommenda- 
trons to the participants in privatization. 


If you feel that the certificate has been ineffectively 
invested, then there 1s one way out—take advantage of the 
right to sell shares of stock. There will also be situations 
where enterprises in which certificates have been invested 
go bankrupt. What wil! happen then? 


If vou want to turn your certificate over to a trust company 
or investment fund, then you must look into how it settles 
up with you if it unexpectedly “burns up.’ Do not fail to 
find out about the size of the authorized capital of the fund 
or company, and possible guarantees of their protection of 
your ownership. 


|A. Nosova] Lada Anatolivivna, let's go back to the prob- 
lems of changing the forms of ownership of large enter- 
prises. There ts an edict of the President of Ukraine on 
corporatization, but the process 1s moving too slowly. 
Why? 


[L.A. Pavlikovska] The process of corporatization was 
launched because the rate of privatization cannot be 
deemed satisfactory, in order to simplify it, improve the 
mechanism for the management of state enterprises— 
which will be at the boundary between state and private for 
some time—and separate state finances from the finances 
of the enterprise. 


The methodology for introducing it was developed very 
quickly here. Corporatization was launched on | Sep- 
tember 1993. This route has unfortunately also proved to 
be no less difficult that privatization itself was. 
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[A. Nosova] So just who is standing in the way of 
corporatization? Whose support is needed here? 


[L.A. Pavlikovska] The support of executives in the sector 
structures of the economy. They do not want to lose their 
sphere of administrative influence, and they cannot see 
new functions for themselves. But there are ministers now 
who understand that privatization is an irreversible pro- 
cess. It can happen without their physical participation as 
well. They have begun to assist these processes. They are 
continuing actively to slow the process of corporatization 
at Derzhkomnaftohaz [State Committee for Oil and Gas], 
Mintrans [Ministry of Transportation], Derzhkomresursy 
[State Resources Committee] and the Ministry of Foreign 
Economic Activity... 


There is a great reliance on lessors. More than 40 enter- 
prises that were designated in the lists for corporatization 
have been leased. The Cabinet of Ministers was forced to 
send out additional instructions that the number of enter- 
prises designated for corporatization and leasing is not 
subject to change. 


[A. Nosova] What are the drawbacks of leasing? 


[L.A. Pavlikovska] The labor collectives go to leasing with 
one aim—to pile up money and buy out those enterprises, 
thereby limiting the participation of other citizens in the 
right of ownership. A new technique for crediting the lease 
payments is now in effect, however, and the accumulation 
is “eaten up” by the lease payment. That could help as 
well, however. There is a government decree on privatiza- 
tion of integral property complexes that have been leased 
that provides for the transition of a leased enterprise to a 
joint-stock company, with subsequent privatization of the 
state portion. 


[A. Nosova] Nonetheless, what is the principal cause of the 
drop in privatization? 


[L.A. Pavlikovska] In my opinion, it is the lack of the 
proper political support on the part of executive structures. 
We still do not have any minister who has been removed 
from his post for failures in privatization. 


[A. Nosova] A series of edicts of the President of Ukraine 
on the creation of holding companies was recently made 
public. Please explain their expediency. 


[L.A. Pavlikovska] Holding companies exist in every state. 
We should have them as well. What are we talking about? 
A controlling block of stock must be retained by the state, 
for a very indefinite period, in certain enterprises that have 
strategic significance for other sectors that goes beyond 
their market positions. That is so the state can track its 
participation in the management of other enterprises. 


Holding companies are created to manage the state blocks 
of stock that remain in enterprises proceeding, from a 
strategy of economic development. This has no signifi- 
cance whatsoever for privatization. The legislation on 
holding companies should have been adopted back in 1993 
from the viewpoint of expediency for the economy. The 
existence of holding companies is even essential for the 
second wave of privatization. There is a great apprehen- 
sion that enterprises in which the concentration of a 
controlling block of shares in the hands of the state is not 
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necessary will begin to be driven into the holding compa- 
nies. A controlling block of stock needs to remain with the 
State only in an extreme case. The AntieMonopoly Com- 
mittee, the Property Fund and Ministry of Economics 
should the review proposals of the sector ministries, pro- 
ceeding from economic expediency in each instance 


Zvyahilskyy Fnumerates Government's Economic 
Accomplishments 


O44K1867°° Kiev URYADOVYY KURYER in Ukrainian 
16 Jun 94 pp 3-4 


[Text of remarks by Acting Prime Minister of Ukraine 
Yu.bL. Zvyahilskyy to a session of the Supreme Soviet ot 
Ukraine on 14 June 1994: “The Government Has Been 
Working tinder Time Pressure, but for the Long Term”) 


[Text] Respected Chairman! 
Respected People’s Deputies! 


The activity of the current Cabinet of Ministers began in 
September of last year, during a crisis of executive power. 
A lack nfidence had been expressed in the govern- 
ment. It would be difficult to assess the situation during 
that period more accurately than was done by L.D. 
Kuchma 
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| mine had 
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dium on September 21, saying that 
central authority; anarchy had 
principal feature of the economy; production 
discipline was dropping, it was impossible to work with 
vithout Strict regulatory actions by the National 
Bank, a currency exchange and a procedure for the 
granting of credit: and, prices for socks were setting the 


rthnis p 
strons 


become 


hnane 


excha rate for the national currency, which affected the 

price of bread and machine tools, and wages as well. 

Ihe situation became more complicated. The looming 

enery nd payments crises were threatening the very 
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Ihe consequences of poorly thought-out price, tax and 
| 


budget policies and the summer issues of credits had begun 
to be manifested to the full extent. The economy had 
entered hyperinflation. Predictions of the inevitable mas- 
of the harvest, a disruption of sowing, the threat 
that Ukraine would not survive the winter and 
ven of the utter collapse of the state. were heard. Voices 

id that only one way out of the crisis remained—a 


tat ' nic emergency. 
Phe government, under terrific time pressure, had to 
overcome the consequences of the summer strikes and 


esolve the most acute problems in a prompt manner, all 
against a background of rapid price increases for imported 
es and a sharp cutback in currency receipts, 
osing sight of the long term. 


ywower resoure 


Iw me of those, the most important ones. 
First, turning around the food crisis and aiding agriculture 
in harvesting the late crops and doing fall field work. 


Some 2.3 trilhon karbovants: in credits and 6.6 trillion 
budget 
the fall harvest. Some 417,000 tonnes of sugar for 2.6 
a intst were allotted to settle up with pro- 
ers for sugar beets turned over to the state. Local bodies 


were found to complete the gathering of 
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were granted the right LO COMMOCITV-c® we Op ratlOnsS 
to meet the requirements of the APK Jagro-industrial 
complex] tor very scarce resources and fuc 


All of this provided an opportuni provide the popu- 
lation with the necessary foodstutfs. suppl 

of grain products and foods for export. put 14 million 
tonnes of grain in the state reserves and avoid importing it 
conserving currency for fuels and medicine: 


1 O00 tonnes 


\ 
‘ 


A new procedure was detined this year for the formation of 
food reserves. The state contract tor grains, sugar beets and 


oil-producing crops 1s financed out of the budget in the 
amount of deliveries to State reserve Hhe state order 1s 
determined only for products that ar plied to central 


ized allocations 


A fundamentally new procedure for settlements was also 
defined. Fuels and lubricants, hardware. spare parts, min- 
eral fertilizers and means of protecting plants that are 
procured in centralized fashion, at fixed prices a dat the 
expense of the budget are issued to the farms as an advance 
toward the contracted product of the future harvest 


Some 1.3 million tonnes of petroleum products—out of 
the planned two million—have already been supplied. and 
prepayment has been made for mineral fertilizers. spare 


parts and hardware. Some 217,000 to 1 seeds for 
spring crops have already been allocated from. state 
reserves, and 125,000 tonnes of corn seeds have already 


been sold. 


Ihe sowing has been completed tn organized tashion 
despite the forced resowing of 2.6 million hectare: 


The supply of foodstuffs to the state since May has also 
been stimulated by the reciprocal sale of the products of 
processing. 


These measures were supported in practice through the 
conclusion of contracts for the procurement of grain, sugar 
beers and sunflowers. The decline tn livestock was halted, 
primarily through individual subsidiary and farm 
breeding. Its productivity level 1s being stabilized 


Some 13 of the 
in the budget for this year have already been 
loans to procurers and processors jor adva 
settlements for grain, sunflowers and sugar ! 


20 trillion karbovantsi that are stipulated 
i for the 
and final 


The Edict of the President on financial and lit Support 
for the formation of food reserves 15 al rected toward 
the creation of more favorable condit ( yicultut 

It envisages targeted credit for the entei:prises of the APK 


for products under state contracts and state orders ata rate 
of 30 percent, strict requirements in trade 
the timeliness of settlements for the agricultural products 
received, and other measures n | 
vants! have already been allocated for settlements for 
products of animal breeding 


The Cabinet has been charged by the President with 
working on the problem of the optima! correlation of 
prices for agricultural and industrial product 


| would add that legislation ts being prepared to improve 
property relations in the APK 


ré re | e taxes on ta sdstuffs 
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and establish monopolies for the production and sale of 
alcoholic products and tobacco products, with the aim of 
protecting Our producers. 


Second, the surmounting of the energy crisis. 


This is one of the most acute problems that the govern- 
ment had to solve. The country’s power system was at the 
brink of ruin. The frequency in the system sometimes 
barely exceeded 49 Hertz. The nuclear power plants could 
be shut down at any moment, with disastrous conse- 
quences. 


We took action tn two areas. 


Funds in hard currency were found virtually every day to 
provide the electric power plants and other consumers 
with coal, fuel oil, gas and nuclear fuel. We stood firm 
against all sorts of ultimatums, and reached agreements for 
the supply of gas and petroleum products on more favor- 
able terms than last year. 


We took vigorous steps, at the same time, to improve the 
supply of coal mines with timbering materials, fuels and 
lubricants, rubber and rope products etc. Ways and means 
were found for their financial revival. More than five 
million tonnes of coal above and beyond the target were 
supplied to electric power plants over nine months as a 
result. Its accumulation at the power plants is now con- 
tinuing for normal operations during the fall and winter. 
Some 30—40 tonnes of coal above and beyond the plan is 
shipped to them every day. 


There were 1.8 million tonnes of oil and 7.7 billion cubic 
meters of gas produced over the first five months of this 
year. Thirty-two billion cubic meters of gas and 4.5 million 
tonnes of oil were obtained through imports. 


The principal problem remaining is payment for the power 
resources procured. The indebtedness of Hazprom to 
Kussia has surpassed 800 million dollars. This is forcing us 
to resort to extreme measures—halting the delivery of gas 
to debtors. 


The other area is restricting the consumption of all types of 
energy in production and in domestic life. 


The restriction of television transmissions and restrictions 
on the temperatures at some facilities in winter did not add 
to the popularity of the government. The situation unfor- 
tunately demanded it. The power-intensiveness of our 
production 1s much higher than world levels, while energy 
conservation ts still just a slogan. The “Energy Conserva- 
tion’ and “The Utilization of Nuclear Power” laws were 
not passed, which is hindering the creation of a base of 
‘tandards and laws for energy supply and power engi- 
neering as a whole. 


Although the moratorium on the completion of nuclear 
power plants has been lifted and measures are being taken 
(to Start up three million-watt units as quickly as possible, 
the situation remains strained and requires ceaseless atten- 
tion and vigorous actions. 


lhird, pricing, budgetary, credit and tax policy. 


[he government has adjusted the system of price forma- 
tion and budgetary and tax policy to rein in price increases 
and inflation. 
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The settlements for foodstuffs totaled six trillion karbo- 
vantsi in November and for December. There was no 
source to cover them from the budget. 


While envisaging every possible measure for the social 
protection of the population, we took the decisive step and 
rejected subsidies starting in December. Only the retail 
transfer price for sugar was set. Prices for bread, flour and 
children’s food products were regulated by maximum level 
and profitability. The profitability standards and max- 
imum level of trade and supplier-sales mark-ups were 
restricted in order to restrain wholesale prices. 


The new pricing policy, together with a strict credit, budget 
and currency policy, made it possible to slow the rate of 
inflation. 


Despite the attempts of some to convince us that prices 
would rise sharply after the elections, we see that nothing 
of the sort happened. But no one will be able to reduce 
prices by decree or edict either. 


The system of price formation, of course, has many prob- 
lems. The principal shortcoming, however, 1s that prices 
do not stimulate a rise in production. The enterprises, in 
increasing prices, receive profits but are not reducing 
expenses, not increasing efficiency, not even in the 
smallest amounts. Above and beyond economic interests 
lies the renewal of production and the expansion of exports 
and sales markets. 


I have said more than once, and I repeat, that the restraint 
of price increases through economic methods must be a 
constituent element of our economic policy. That 1s an 
axiom. And whoever understands that sooner 1s ahead of 
the game! 


The experience of AvtoZAZ is an example of this. 


I will dwell on one more element. Our opponents are 
asserting that all of the actions of the government to 
restrain prices are leading to the accumulation of infla- 
tionary potential, and will cause a new price shock in the 
near future. 


Yes! The causes of inflation have been far from eliminat¢ d, 
so it is thus essential, constantly and persistently, to seek 
out ways and means of restraining 1it—depending on the 
economic situation that takes shape. An inflationary out- 
burst is without doubt inevitable, however, if economic 
policy is sharply altered by the government. I think that all 
of the statements about an inevitable price leap are being 
made knowingly, so as to find now people on whom to 
blame the consequences of hasty economic measures. 


The search for non-emission sources, the targeting of 
credits and the monitoring of their use for their intended 
purposes are all new in credit. Credit policy 1s under the 
jurisdiction of the National Bank. We have come to 
mutual understanding on most of the problems after sharp 
debate with its executives. The bank, as was ascertained, 
need not be subordinated to the Cabinet of Ministers for 
this purpose at all. An understanding of a unity of purpose 
and coordination of the mechanisms for achieving those 
purposes are far more important. 


One example is the decision on spot financial support for 
certain enterprises. This 1s an attempt at moving from 
extraordinary credit emissions to selective support for 
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those who are able to get onto their feet quickly and bring 
their compatriots along with them. The decision to reduce 
the discount rate by 20 percent for the first time in the last 
three years 1s no less important; it could be reduced by 
another 20 percent in the near future. 


The government was forced to go to the Supreme Soviet 
with a proposal for a deficit-free budget. The principal 
reason for that was the absence of any real sources to cover 
the deficit. We were able to finance expenditures within 
the limits of actual receipts in that regard. 


Two thirds of the plan for payments in first half of the year 
was received in the state budget and budgets of the 
Republic of Crimea and the oblasts over five months. The 
time cash gap between the planned income receipts and 
expenditures in the first half of the year was almost 40 
trillion. Some 26.6 trillion in credits was obtained from the 
National Bank to cover it, as was envisaged by the decree 
of the Supreme Soviet and the edict of the President of 
Ukraine of May 20. Expenditures were 145 trillion (67 
percent) taking that into account. Wages, stipends, pen- 
sions, foods and medicines were financed first and fore- 
most. Some 82.8 percent of the budgetary expenditures 
were directed toward financing social protections for the 
population and maintaining social and cultural institu- 
tions. 


The budget unfortunately has systematically underesti- 
mated the funds that the state 1s counting on. The drop in 
profits was for more than objective reasons alone. Certain 
ministries, agencies and local bodies did not take the 
proper steps to bring the receipts stipulated by law to the 
budget. 


The clarification of the parameters of the yearly plan and 
the budget will be completed in the next few days. 


The government has begun to bring order to the collection 
of taxes. 


The efficacy of the tax service has been increased. Some 


180,000 (almost half) of legal persons and more than half 


a million citizens have been checked since October. Vio- 
lations were ascertained at two thirds of the enterprises 
checked. Another 2.6 trillion karbovantsi in payments 
were made, and 31 billion in fines and penalties were 
exacted. 


Violations were discovered at almost a third of the 3,500 
exporters checked. Taxes in hard currency of close to 100 
million dollars and three trillion karbovantsi in other 
payments were made. The concealment of mandatory sales 
in the amount of 43 million dollars and 21 billion Russian 
rubles was discovered. 


All of this led to an increase in the average monthly 
receipts to the budget in the second quarter compared to 
the first. 


I would point out that the government, as of January, has 
repealed all of the concessions that were granted earlier, 
and they will not be issued this year. 


The legislation on concessions ts being improved. New 
drafts of the laws “The State Tax Service” and “The 
System of Taxation” have been adopted. A preliminary 
package of legislation 1s being completed. Being proposed 
In particular are the imposition of a tax on profits instead 
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of the tax on the income of enterprises and organizations, 
taxes on the property of enterprises and organizations and 
the real estate of citizens, a reduction in the rates of the 
added value tax; and, a reduction in the excise rates on 
vodka, wine, tobacco products and color televisions and a 
repeal of the excise tax on black-and-white televisions. 


Fourth, currency regulation. 


The contradictions surrounding scientific currency regula- 
tion are not abating. The government is proceeding on this 
issue from the fact that prices for imported energy 
resources—and hence prices for all other goods, including 
foodstuffs, domestic services and medicines—depend on 
the exchange rate of the karbovanets. 


The halt to the activity of the currency exchanges and the 
institution of a new procedure for currency regulation was 
forced by the quite unrealistic level of the exchange rate. 
The currency exchange rate of the karbovanets, which 1s 
regulated, along with other anti-inflatlonary measures 
developed by the government, fostered a stabilization of 
prices on the domestic market, including those for food- 
Stuffs and fuels and lubricants. along with a reduction in 
the rate of inflation 


Whereas the actual exchange rate of the karbovanets 
against the U.S. dollar at commercial banks dropped by 43 
times over all of 1993. and by 15 times to the Russian 
ruble, it has dropped by only 48 percent to the dollar over 
the first five months of 1994. which corresponds to the 
amount of primary credit emissions of the National Bank. 
The exchange rate of the karbovanets to the ruble has 
remained stable over that time 


The resumption of auctions in the currency exchanges ts 
only in the interests of those who, possessing currency, will 
be able to gain access to the exchange auctions. The 
principal body of the population. aside from price 
increases, gets nothing from that. The efficiency of exports 
is worth raising. of course. but first and foremost through 
reductions in expenses. improvements in quality and 
increases In production volume. We feel that an exchange 
rate of the karbovanets that 1s regulated should be 
retained, and that the auctions at exchanges should not be 
resumed until the strengthening of the karbovanets, the 
first successes in curbing inflation will otherwise be trre- 
trievably lost. 


This does not rule out the need to improve the prevailing 
mechanism, clarify the amount of the exchange rate more 
promptly, improve the technique for determining it and 
resolving other issues 


Fifth, questions of social policy. 


The levels of the minimum wage and pensions. soctal 
payments and benefits are all reviewed periodically in 
order to provide social protections for the population. The 
poverty level and the mechanism for targeted assistance to 
citizens with minimum incomes have been clarified for the 
purpose of improving the targeting of social payments 
Additional monetary payments have been established in 
connection with the increased prices and rates for housing 
and municipal services 
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Rates and salaries were raised by 2.9 times since Sep- 
tember, and were tripled again in December. The proce- 
dure for regulating consumption funds was reviewed. The 
funds for payment are issued by banks within the limits of 
their setthement or base amounts. They have not been 
corrected in the first half of this year in the face of the 
decline in production volumes. 


Payments have been instituted since January to workers in 
education, science, culiure, health care, social security, 
physical fitness and sports to bring them to the level of the 
average wage in the national economy as a whole. 


The average monthly wage per worker increased from 
81,000 karbovantsi in August of 1993 to 883,000 in April 
of 1994 as a result. 


The standard of living of the population, however, remains 
low regardless of this. 


The question of timely payments of wages remains acute. 
This is the jurisdiction and responsibility of the govern- 
ment and local executive authorities in some budget orga- 
nizations. We are now, for instance, finding out about 
difficulties in the payment of wages and vacations to 
teachers; people's deputies were already raising that ques- 
tion as well. This problem has been cleared up despite the 
limited budgetary funds. 


Complaints against the government regarding the payment 
of wages to the employees of state enterprises are 
unfounded. The timeliness and completeness of the pay- 
ments depends directly on the ability to manage, and falls 
under the jurisdiction of the executives. 


| would emphasize tn particular that an increase in wages 
and pensions ultimately depends on overcoming the reces- 
sion and increasing production. Social problems can obvi- 
ously be solved only in a group with others, rejecting 
continuous, untargeted subsidies, strengthening assistance 
to those who genuinely need it, reducing the tax burden, 
markedly raising incomes of workers and easing the bur- 
dens on the budget. But excessive haste therein can only do 
harm! 


The question of employment is a socially difficult one. 
There were 2.2 million people laid off without pay in the 
first quarter. Close to 102,000 of them were officially 
registered to receive unemployment assistance as of the 
first of June. The State Employment Program and the 
National Public Works Program are directed at alleviating 
the problem 


The crisis state of the economy and the repeated increases 
in the size of pensions have led to systematic disruptions in 
the payment periods. The government found the opportu- 
nity to allocate financial assistance of 3.4 trillion karbo- 
vants! to the pension fund at the end of 1993, and 3.1 
trillion at the beginning of 1994. Local administrations are 
also providing strong help in paying off the indebtedness 
for the insurance payments of the payers, as well as funds 
from the local budgets. 


The budget of the Pension Fund was included 1n the state 
budget under a proposal of the government. The fund has 
provided for the timely financing of pensions and assis- 
tance over the last three months, while the state of pension 
support, especially compared to the fourth quarter, has 
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improved. It remains extremely strained, however, owing 
to the unsettled operations of enterprises 


The state of financing for work to eliminate the conse- 
quences of the Chornoby! disaster is no less alarming. The 
budget provides only half of the required funds for that 
purpose. It is just barely sufficient for compensation and 
benefits to the those stricken, and to pay the credit 
indebtedness for work performed under the construction 
program in 1993. 


The government has been and is doing everything possible 
to find funds for the social protection of the population. | 
can state with full authority that all of the promises that 
you, respected deputies, have given to your voters in the 
pre-election programs will remain only promises, if stabi- 
lization of the economic situation is not achieved and if 
improvement in the work of enterprises does not begin. 


Sixth, foreign-economic activity. 


Foreign economic ties are one of the most important 
factors in the renewal and structural restructuring of the 
economy. The enterprises of Ukraine have trade relations 
with firms in more than a hundred countries around the 
world. More than 2,500 joint ventures and 570 represen- 
tatives of foreign firms have been registered. Exports were 
2.9 billion dollars, and imports were 3.1 billion, over the 
first four months of this year, including 1.2 and 0.8 billion 
with the far abroad. 


Some 223 million dollars (more than half of the receipts 
for 1993) have come in to the centralized currency funds 
over the first five months. 


The balance of trade with the far abroad 1s positive. 
Exports to those countries, however, do not reflect our 
capabilities and do not meet our needs for currency. A 
substantial portion of exports, as before, 1s raw and other 
materials. 


The incentives for foreign economic activity, primarily 
exports, have become ironger since January. All export 
duties have been removed; the recomputation of the basis 
of goods that are subject to quotas and licensing has been 
cut back considerably; special permission for the export of 
ferrous metals, coal, mineral fertilizers and some chemical 
products has been revoked. The oblast administrations 
have been granted the right to allocate quotas for the 
export of up to five percent of the products produced tn a 
region, in order to resolve local problems 


Raw and other materials, constituent items, equipment 
and energy resources for agricultural uses that are 
imported for intrinsic production have been released from 
the added-value tax. More than 150 types of critical 
imported goods have been released from import duties 
since the beginning of May. The import duty has been 
increased for products that are being produced in suffi- 
cient quantities, and for a number of goods that are not of 
primary necessity. This was done with the aim of pro- 
tecting domestic producers and reducing the inefficient 
utilization of hard-currency funds 


The development of the Conceptual Framework for For- 
eign Economic Policy 1s being completed. A more liberal 
‘Foreign Economic Activity” law 1s being prepared 
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Particular atlention 1s being devoted to the development of 
mutually advantageous economic collaboration with the 
CIS and Baltic countries 


Ukraine has been an associate member of the economic 
unton since May 15. Agreements have been signed for the 
creation of a free-trade zone, the free movement of goods 
and services, the revocation of customs duties, the creation 
of an etficrent system of mutual settlements and payments, 
and the facilitation of cooperation in) production, A 
number of other agreements are also being prepared 


Bilateral agreements with most of the CTS countries define 
the range and amounts of products and goods that are 
subject to mutual deliveries 


Opportunities have been found, in fulfillment of obliga- 
tions previously assumed by Ukraine, to increase exports 
of rolled metal, sugar, motor vehicles, tron ores, sheet steel, 
tires, fertulizers, alcohol and other products 


[he negative net balance of foreign trade has been reduced 
several times over as a result. It was reduced by 16 million 
dollars in April alone 


The enlistment of foreign investment as an element of 


economic stabilization has been made more active. Rela- 
tions are being set up with international financial organt- 
vations. A plan for institutronal credit of 27 million dollars 
in being arranged through the World Bank, the Boryspil 
airport 16 being modernized through the European Bank 
for Reconstruction and Development. and a plan for the 
development of telecommunications in Ukraine has been 
adopted 


Seventh, changes in the forms of ownership and the struc- 
tural restructuring of the economy. 


\ privatization program approved by the Supreme Soviet 
is bering realized. The process of corporatization has begun 
Property certificates and housing vouchers have been 
indexed. The decision has been made to put privatization 
certificates into circulation, which wall simplify their 
exchange for shares of stock and other securities 


More than S00 joint-stock companies created in the pro- 
cess Of corporatization have already been registered, and 
approximately 3,000 state-owned facilities have been 
privatized. The privatization of large enterprises has 
begun: the Novokramatorsk Machine-Building Plant, the 
Kryukivskyy Ratlear Building Plant, the Odessa Port 
Facilities and the Kherson Combine Plant, among others. 


Steps are being taken to strengthen the privatization 
bodies, simplify the procedure for transition from corpo- 
rativation to privatization, and launch the activity of 
investment funds 
citizens, first and foremost property certificates 


Monitoring of the progress of privatization, the matnte- 

nance of legality and the efficiency of operation of the 

facilities being privatized are moving to the forefront. 

] information support and explanatory work are clearly 
Thousands of citizens cannot be permitted to 


ith nothing through the machinations and disap- 


j 


of tunds and companies 


\ change in the 
tural changes in the economy, 


forms of ownership not backed up by 
however, will 


and companies to enlist the funds of 
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not have quick results. Structural restructuring 1s a com- 
plex and prolonged process that requires large invest- 
ments—state and private, domestic and foreign. An acute 
scarcity 18 unfortunately being felt in all of those areas 


The first steps have been taken regardless. Structural 
restructuring 18 being pursued in such priority areas as: 


—the development of the fuel-and-power and agricultural 
complexes, 


—resource conservation, 

—housing construction; 

—the increased output of consumer goods; 

—the development of transport and communications; 
—the protection of the natural environment. 


A number of dedicated scientific and technical programs 
are being realized. The assimilation of more than 4,000 
types of new products 1s projected within the context of 
those programs at enterprises in the machine building and 
defense complexes alone. More than two hundred of them 
are already being produced. A group of eight-tonne trucks 
has been manufactured. AvtoZAZ 1s putting the five-door 
Tavriya on the assembly line. Large-capacity buses have 
been assimilated at Lviv. The output of trolley buses and 
trams 1s growing. Series production 1s being prepared for 
the An-70 aircraft and the Tu-334 passenger aircraft with 
Motor-Sich engines. We are working on the creation of the 
An-140 passenger aircraft. 


The output of new types of equipment for the fuel- 
and-power complex 15 being assimilated: gas-pumping 
installations, turbines, equipment for mining and the oll 
and gas industry. The enterprises of Medbioprom have 
begun the output of new medicines. We will cut our 
dependence on imports in half by 1996, assimilating 170 
new medicines and 130 substances. 


Analogous work 1s being performed in other areas as well. 


It is still too early, however, to say that great successes have 
been achieved. A whole set of economic, legal and organi- 
zational measures are required to stimulate production 
activity in order to accelerate the structural restructuring. 


Owing to a lack of time, I cannot dwell on all aspects of the 
activity of the government. Not all of our endeavors have 
been completed. One cannot get by without many prob- 
lems. | would name three as the most acute of those, 
requiring immediate resolution: 


—the summer harvest and the gathering and storage of 
that harvest; 


—advance preparations for winter, 


—and, most important and most difficult, overcoming the 
drop in production 


The reasons for it have not been eliminated; the universal 
lack of working capital and crisis of payments are being felt 
first and foremost, and the purchasing power of the pop- 
ulation 1s intolerably low. 


All of these are consequences chiefly of the uncontrolled 
rise in prices in years past. We will eliminate the main 
cause of the decline by stopping that. 
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We are in no way reassured by the fact that the production 
of oil, gas, rolled metal, pipe, motor vehicles, cement and 
other products of ferrous and non-ferrous metallurgy as a 
whole stabilized and even rose slightly in April and May, 
compared to prior months. Signs of a stop in the fall in the 
gross domestic social product and national income 
appeared in April. We need to achieve a turnaround now, 
and revive production. 


Frontal credits will not be effective here, and would only 
trigger a new round of inflation. Our own experience 
testifies to that. 


The main thing today is to provide an impetus to the sale 
of goods. A number of the steps by the government that 
were mentioned above are directed toward that: price 
reductions for certain types of products through the 
removal or reduction of excise and added-value taxes; 
liberalization of exports; and, selective financial support 
for producers. 


The cleansing should be begun 1n deed, not just in word. 
The rights of the owners must finally be utilized and, if you 
will, compel the directors of state enterprises to act more 
vigorously. Those who are not able or not willing to 
operate under the conditions of the market and who are 
counting on the unconditional assistance of the state 
should be replaced. 


Any decisions at the macro level, however correct they 
may be, will go for naught without concrete and pains- 
taking work at every enterprise. 


Respected people’s deputies! 


The government has been able 1n its work, without extraor- 
dinary authority and extraordinary measures, to maintain 
the situation and provide conditions for democratic elec- 
tions to the parliament. 


The drop in real monetary income of the population has 
been halted for the first time in three years. Whereas prices 
rose almost four times as quickly as income in 1993, the 
income index has overtaken the price index since Feb- 
ruary. Other encouraging signs have also been noted. 


Ukraine can expect even greater upheavals if we go in once 
again for extreme forced liberalization or shock therapy or, 
on the contrary, rigid administration. 

We hope that the Supreme Soviet will support the sober, 


realistic policy of the government regardless of who heads 
It. 


There has to be a full-fledged premier with authorities 
confirmed by the parliament. 


All of the wishes, however, will remain just empty words if 
the Supreme Soviet, President and government do not do 
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the most important thing through their joint. efforts: 
strengthen—I would even say, create—a strong executive 
authority from top to bottom, which could pursue a policy 
directed at strengthening the economic might of Ukraine 
and raising the welfare of the people in this difficult 
Situation, 


Thank you for your attention. 


Statistics Point to Economic Improvement 


944K 1567B Kiev URYADOVYY KURYER in Ukrainian 
16 Jun 94 p 2 


[Article by Olena Pozdnyakova of Ukrinform: “There is 
Crisis, and There 1s Also Hope That Ukraine Will 
Surmount It’] 


[Text] The realities are such that the volume of industrial 
production in Ukraine has declined by 38.2 percent versus 
the corresponding period of the prior year. This was 
reported by Deputy Minister Ihor Ivanchenko at a press 
conference held on June 10 by the Ministry of Statisucs of 
Ukraine. 


Many enterprises are not working a full cycle today, or a 
full week. Enterprises of all forms of ownership have built 
46 percent less housing that the corresponding period of 
the prior year, owing to the cutback in investment in 
capital construction. Somewhat of a decrease tn the rate of 
decline of production volumes, however, 1s being observed 
in recent months. The decline in production tn industry 
moderated in more than half of the regions in May. 


With regard to social issues, the monetary income of the 
population increased by 1.6 times compared to December 
of last year, and prices by only 1.5 times. The rate of 
inflation was able to be restrained this year, the deputy 
minister emphasized. Prices for foodstuffs increased by 6.7 
percent in May (the price rise occurred because of the 
vegetable group). Prices for cereals, poultry and fish 
changed virtually not at all, and those for butter, eggs, 
vodka, milk, sour cream and cream decreased somewhat. 
The rate of increase in prices for non-food goods was 3.9 
percent—that 1s, less than for foods—and was the lowest 
since the beginning of the year. The prices and rates for 
paid services declined considerably in the past month 


The question of foreign trade and the problem of the 
balance of trade merit particular attention. The volume of 
trade with the countries of the former Soviet Union, when 
considered as a whole, had a positive net balance over the 
four months of this year. There 1s also a positive balance 
with other countries around the world. Ukrainian enter- 
prises became richer according to the results of the first 
quarter. Their currency accounts grew by 44 percent com- 
pared to the beginn.ng of the year. This is not a bad 
foundation for future stabilization, summed up Thor 
Ivanchenko. 
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Edict on Amendments to 3 Nov 93 Edict on 
Restraining Price Increases 

YAAK 1S6074 Kiev URYADOVYY KURYER in Ukrainian 
16 Jun 94 p 2 


[Text of edict] 
[Text] 
Edict of the President of Ukraine on Changes and 


Amendments to the Edict of the President No. 508 of 
Ukraine of 3 November 1992 


The following changes and amendments are to be made to 
Edict No. 508 of the President of Ukraine of 3 November 
1993. “Measures to Restrain the Rate of Price Increases”: 


|. To Article | 


In part one, replace the numbers and words “10 per- 
cent” with the numbers and words “20 percent”: 


add part three to the article with the following content: 


“The Cabinet of Ministers of Ukraine may make 
changes in this list of products (goods, services) when 
necessary. 


2. Word the second sentence of part one of Article 2 as 
follows 


‘The amount of the trade (supply-sales) mark-ups (price 
increases), within the limits of the maximum level. 1s 


determined by agreement of the parties in the case of 


the resale of the product (good), and by each seller 
independently in the case of final sale.” 


President of Ukraine Lb. Kravchuk 


City of Kiev, 13 June 1994 


German-Ukrainian Economic Cooperation Viewed; 
Addendum 

Y44K1SS2B Kiev BIZNES in Russtan 

No 24, 21 Jun 94 pp 1. 10 


[Interview with Dr. Michael Vorbs, Germany's acting 
charge daffaires in Ukraine, by Vitaliy Kvitko: “Examples 
of Successtul Operation by German Firms in Ukraine Are 
More the Exception Than the Rule Now. However, They 
Are Not Losing Hope... 


[Text] Kiev, 84 Chkalov Street. Here, in the German 
Embasssy, a BIZNES correspondent was received by Dr. 
Michael Vorbs, acting charge d'affaires of the FRG, who 
responded to questions on trade and economic relations 
between our countries. In our view, the conversation turned 
out to be very frank and objective. However, we suggest that 
our readers judge this for themselves. 


{[Kvitko] Dr. Vorbs, we know that 90 percent of the 
investments and loans received by Ukraine at the state 
level since the declaration of its independence were 
granted by the German government. Moreover, consider- 
able interest 1s being shown on both sides in the develop- 
ment of cooperation both at the state level and by nonstate 
structures. How would you assess the state of Ukraintan- 
German trade and economic relations? 


{Vorbs] | will begin with some facts and figures that reflect 
Last year, the commodity 


the state of these relations 
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turnover between Ukraine and Germany reached 1.95 
billion German marks [DM]. Our shipments were valued 
at DM1.541 billion and Ukraine's shipments were only 
about DM409 million, that 1s, less than one-third of the 
exports from Germany. This should become a subject of 
concern for the Ukraiman officials responsible for devel- 
oping the economy and foreign trade relations 


1 will cite one more figure. In 1992. the commodity 
turnover between our countries was IDDM2.1 billion, or 150 
million more than in 1993. This trend honestly puts us on 
the alert. Our positive balance of DM1.1 billion does not 
even give full satisfaction 


| think that the potential opportunities for your producers 
are somewhat higher. | hope the situation that has devel- 
oped will compel Ukrainian firms to devote additional 
efforts to expand their presence in the German market. Of 
course, steps to improve quality in the structure and 
organization of production, as well as mastery of modern 
marketing, are required for this. 


And Germany ts prepared to help in this. Our well-known 
Protreyd firm is authorized by the Federal Government to 
provide opportunities for contacts and participation by 
Ukrainian firms at German exhibitions and trade fairs, 
which enjoy considerable prestige in the world. | think that 
cooperation with Protreyd will help Ukrainian partners to 
master the skills needed to participate ino exhibition 
activity, which 1s the gate to effective trade, as you know. 


Recently, | had occasion to take part in a meeting between 
a delegation of German experts with the former prime 
minister and president of the Ukrainian Union of Indus- 
trialists and Entrepreneurs, Leonid Kuchma, who bitterly 
affirmed the lack of competitiveness of Ukrainian goods, 
although he stated that the situation can and should be 
changed for the better. I believe that your producers have 
such capabilities. 


However, even with the most auspicious turn in) this 
direction, certain factors are “acting” to impede the expan- 
sion of Ukrainian exports. That 1s, Ukrainian authorities 
themselves are setting certain restrictions for their trade. | 
am referring to the large number of commodities subject to 
quotas and licensing. True, the Ukraimian Cabinet of 
Ministers recently reduced the list of licenses by nearly 50 
percent, but they still constitute a significant administra- 
tive obstacle to the stimulation and expansion of yout 
exports. Western specialists consider the fixed exchange 
rate, which 1s essentially one more export tax, to be 
another obstacle. It 1s bad enough that an artificial conflict 
is created between the prices in Ukraine and on the world 
market, which makes exports unprofitable, and hence 
reduces the amount of foreign exchange earnings coming 
into Ukraine 


{[Kvitko] You are probably right in your definition of the 
main obstacles to an increase in Ukrainian exports. The lack 
of sufficient funds in Ukraine’s treasury 1s holding back the 
market reforms in our economy. However, it 1s possible that 
foreign investments could provide the initial impetus in 
speeding up this process. What 1s your view on this? 


[Vorbs] With its potential and skilled work force. as well as 
its favorable geographic position, Ukraine offers a great 
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deal of interest for possible investors. Including for Get 


mans. But. it must act more diligently to obtain these 


investments by competitive projects and by creating con 


ditions for the investment of capital. Untortunately. the 


conditions created in Ukraine at present are not suffi 
ciently comfortable for investors. And, | am = very dis 
tressed that you do not have the kind of conditions that 
existin Hungary, the Czech Republic, and Poland. and the 
investments are gorng there 
confident that they will have a protit at minimal risk. But 
at present, conditions in Ukrame are not sufficiently 
favorable. Investors are not rushing to you for this reason 
But, the most dangerous factor, in my view. as. that 
Ukraimian capital 1s leaving the Country, accumulating in 
Switzerland or Luxembourg, tor exampl Professor 
Gleske, our Federal Government's consultant at the Ukras 
nian KM [Cabinet of Ministers}, believes it is vitally 
necessary to stop the flight of your capital, for Ukraine's 
financial potential 1s far in excess of the possible invest- 
ments from abroad 


\fter ail, investors should be 


[Kvitko] Obvious! the well-known saying that the rescue 


ota drowning man is work for his ow rms has a ¢ certain 


homespun truth. That is, itis up to us to help ourselves 
first. Nevertheless, German firms are opening their offices 
in Ukraine. and there are over 150 of them today. In 
addition, over 300 Ukrainian-German joint ventures have 
been registered here. Does this mean that whoever wants 
to work 1s working and that whoever does not want to work 


ess the activits 


) 


1S looking for reasons? How would you as 


of German enterprises and firms in Ukraine 


[Vorbs] As far as the German f1 operating here are 
concerned, | would divide ther to several groups. each 
one with ts own interest. First Lhe last (serman enter- 
prises. which are shipping their products in accordance 
with the CEMA fixed schedule of orders. They tnclude 
Deutsche (Wagonbau) AG fi Magdeburg. for example 


which is turning out rsand ;mononpolist within the 
CEMA division of labor framework. Others in this group 
working in Ukraine include the Fortshrit-Landmashinen 
firm (agricultural! equipment). SKL (marine diesel 
engines), Germed, and others. They want to retain the 
market for themselves. The second grout sists of firms 
trom West Germany that were represented at one time in 
Moscow and often did not suspect that their products were 
going to Ukraine. For example. the | Stahl (steel and 
metals). It had transacttor in the billions 4 Ukraine 

Fven before the collapse of the USSR. { h as these 
went to Ukraine as well. The third group established tts 
presen if pening of a oping tor major 


transactions. [| would include the world-renowned Stetl 
mann textile concern in this group: today its turning out 
textile and knitted goods in Ukraine tor Western markets 
(with German ce ind marketing). Phis firm creates 
mobs in Ukraine by obtainin fit th wer Wages 
than in Germany. The Deut e Bund t Telekom 
ompany whic Y ity y Nartne | wel] known 


‘| TF] Ont nture IS WOTKINE Ww 


(one more My ) P Vulkan 
Bremen) Shipb bat vorking oO 
tw ( ! ! i! | | f 1M 
millio S 1. and th 
Federa 5 { it | 
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already been completed and paid for. The second order, 
for DM70 million, was financed by the “KreditAnstalt fur 
Wiederaufbau” Bank (KEW), which has an office here 
The passenger vessel that came off the slips has been 
chartered for five years by Western companies and 1s 
earning money this way to pay back the debt... 


But, unfortunately, positive examples are more of an 
exception than the rule today. And, numerous firms are 
operating in Ukraine but not showing much activity, 
hoping for a change for the better in the business climate. 
\nd, of course, they do not want to be late for the 
potentially very promising Ukrainian market 


[Kvitko] And, how would you evaluate the prospects for 
this market? 


[Vorbs} | hope that Ukraine’s prospects will be very good 
In 10 or 1S years. Both tn the sense of domestic develop- 
ment and in the sense of increased export potential. But, 1 
iS hard to make a Short-term prediction. Much will depend 
on the political situation. After al!, the presidential elec- 
tion and the by-elections for parliament are at hand. The 
most important factor 1s how soon you achieve political 
Stabilization. It is very important that a responsible gov- 
ernment begins working; together with parliament, it could 
remove the obstacles to economic stabilization and pro- 
vide for productive work with foreign partners 


Only political stability and real structural reforms will 
make it possible for optimistic prospects in the near future. 
Incidentally. the question of aid for Ukraine will be one of 
the main items on the agenda at the forthcoming meeting 
of the “Big Seven” heads of state and government in 
Naples. And. this means that a great deal depends on the 
wisdom and consistency of your statesmen who have been 
invested with power. | would very much like to believe that 
Ukraine's prospects are most favorable... 


(,serman-l krainian Trade 


Since it acquired independence, Ukraine has become the 
second trading partner among countries in the former 
Soviet Union. At the same time, the volume of commodity 
turnover amounts to just 9 percent of the total commodity 
with Russia 


In 1993. trade volume amounted to DM1.95 million [as 
published: should read “billion”], with exports from 
likraine totaling IYDM409 million, and Ukraine’s imports 
reaching DMI1.541 million [as published; should read 
billion’’|. In the price list of export commodities, clothing 
and textiles, raw materials. metal semimanufactures, 
ind petroleum predominate 


Products from the foodstuff sector make up 7.5 percent 
ind do not play any role in the export program. German 
exports are primarily finished industrial goods, chiefly 


nachines and installations, means of transport, clothing, 
and items made of meta! 


Food products hold an important place in the importation 
goods by virtue of the shipments of grain and 


Of Gyerma 
oinel produ ts from plant prowing 


As a whole. foodstuffs make up only 6 percent of the 
} 


overall program of shipments. The pattern of commodity 


exchange 1s shown in detail in the following tables 
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Compared with the figure for commodity turnover in In foreign trade with Ukraine, more than DM1.5 billion 
1992, which was DM2.1 billion, a small decrease was has been granted by the FRG with the support of the 
recorded. Germes Insurance Company since 1992. In spite of the risk 


for capital investments to which German investors are 
subjected, another DM300 million are being provided for 
exports to Ukraine in 1994. In particular, DM78.5 millior 
will be allocated soon for shipments of equipment to 
manufacture insulin. 


''kraine had a negative balance in trade with Germany in 
1993—DM1.1 billion 





Germany's Trade With Ukraine by Individual Commodity Groups, January to December 1993 


Exports to Ukraine Millions of Deutsche Marks In Percent 


As a whole 


1. $40 7billion 


10K 





Foodstuff sector 1§.2 6 | 
Industrial goods 1.4433 billion 93 
Raw materials 1.8 QO 4 
Semimanutactures 14.6 19 
Finished products 1.4269 billion Q? ¢ 
Main group of commodities 
Machines 484.9 315 
Electrical engineering industry products 219.2 14.2 
Chemical and pharmaceutical raw materia 166.0 10.8 
and produ 1s 
+ 
Means of transport 189.6 123 
Textiles and clothing 99.7 6.5 
Metals 1g 2 5] 
+> 
(jrain 318 21 
Precision instruments and optics 33.6 cee 
+ + 
Synthetic matenals and products made with 34.7 2.3 
them 
Imports from Ukraine Millions of Deutsche Marks In Percent 
+ +> 
As a whole 409 3 1O0 
| 
Foodstuff sector 30.9 7 § 
+ + 
Industrial goods 363.2 RR 
+ + 
Raw materials 32 6 RO 
+ 
Semimanufactures 109.8 26.8 
Finished products 220.8 §39 
Main group of commodities: 
Textiles and clothing 9().2 22? 
+ + 
(hemical and pharmaceutical raw materials R44 20.6 
ind I oduct 
+ + 
Metals 48 D 11.8 
+ 
Nonprecious metals and items made of them 28.0 6.8 
+ 
Petroleum (crude) 7.9 6.8 
+ 
Power engineering resources (lubricating o1l 13.6 43 
ind Ras 
Wit 134 | 
+ + 
I t 5] ig ing sector produ 12.4 
Means of trans 1 11.8 
Fruits. vegetables, canned goods, juices 98 4 
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Slovak-l kraine Economic Cooperation Viewed; 
\ddenda 


4 / . er . 
s49f i - BIZNES in Russian 
\ ‘¢ If n } // 


[int ’ Sandtner, first secretary of the 

Slovak R © Embassy in Ukraine, by Vitaliy Kvitko: 
\ | \i ll. Beneficial Conditions Is the Prin- 
pal M for Successful Cooperation” 


(Tout Kies. Yarostavoy Val, 34. This is where the Economic 
and frade Section of Slovakia’s embassy in Ukraine is 
located. It is headed by Jozef Sandtner, the embassy first 
secretary. \ BIZNES correspondent talks with him about 
the current status of trade and economic cooperation 
between Slovakia and Ukraine and its prospects. 


By way of reference, the Slovak Republic is a country in the 
center of Europe. It was formed after division of the Czech- 
oslovak Federative Republic in conformity with the agree- 
ment between the governments of the Czech Republic and 
the Slovak Republic, which entered into effect on 1 January 
1993. }t has a population of §.3 million, (85.6 percent of 
Slovaks). [he country has an area of 49,030 
square kilometers. Its monetary unit is the Slovak koruna 
(S1 is equivalent to 30 Sk). It borders on Ukraine, the Czech 
Republic, Poland, Hungary, and Austria. The state language 


is Slovak 


which are 


PAV It Mfr. Sandtner. we in Ukraine still know very little 
ib sintry. although the information on trade 
yperation between our countries 

t that thes are quite active. Here 1s the 

p We have cited certain data on Slovakia above 
t ihout the current condition of the Slovak 
('kraine’s economy, 1s in the stage of 


(Sandt Itast i paradox. We are still neighbors just 
evertheless, the shortage of infor- 
k Republic 1s evident. as they say. For 


, 
| vt luce it to the minimum possible. 

hat the level of our trade and eco- 

h higher than the extent to which 

1) { about the young sovereign Slovak 
sovereignty 1S a little over a year 


iy right away that Slovakia 1s a 
leveloped industrially and agricultur- 
ed a sound policy in reforming tts 


I} rms were begun under the former 

nall privatization 1s behind us 

loda ut RK y nt of the turnover in trade and 
1ded the private sector: it provides for $2 

construction, 5O percent in 

1 20) percent in industry. There have 

inges in the economy, 

mption. as well as the banking business 


blems with large-scale privatization, 


ide, all the same 


» for developing the machinery of a 
have been created in the country. The 
tlon of prices—has not led to large 
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price increases and a decline in the public's standard of 
living. Inflation, which was 24 percent last year and 3.5 
percent in the first quarter of this year, 1s als 
control. Foreign trade has also been liberalized. It must be 
said that participation by juridical and physical persons in 
foreign economic activity has been simplified to the max- 
imum extent possible. The setting of quotas and licensing 
of exports and imports have been reduced to a minimum 
as well 


However, the market has also brought a negative factor 
We are very concerned about the \-percent 
unemployment 


[Kvitko] Problems tn the transition period are an objects 


factor. And, they obviously have to be resolved hoth by 


making use of internal reserves as well as by stirring 
foreign economic tes to greater activity. Especial ven 
we know that your economy 1s operating at far t i full 


capacity. What can Slovakia offer its Ukra 
and what would we like to receive from yo 


{[Sandtner] We can offer machinebuilding products. pump 
of various types, and semimanufactures from the metal- 
lurgical complex not being turned out in Ukr: 
particular the cold-rolled sheet that they are alread: 
receiving at your ZAZ [Zaporozhye Automotive Plant] 
We are also prepared to deliver agricultural equipment f 
the farmers and various kinds of chemical products 
are great opportunities for cooperation in the light and 
food industries. Some Ukrainian sewing enterpri are 
working with customer-supplied raw materials from Slo- 
vakia. And, it should be noted that they are turning out 
first-class items that are in demand in Western markets 
Today a foreign exchange order to deliver 600,000 men’s 
suits. aS well as large batches of shirts. 15 being studied 
However, the list of shipments from Slovakia aid the 
cooperation that 1s possible 1s much longer 

At present, we are receiving metallurgical products, tron 
ore concentrate, and metal pellets from Ukraine 


[Kvitko}] And, whats the state of affairs with respect tot 
development of joint production or cooperative arrange 
ments in turning out various commodities? 


(Sandtner] I have already mentioned certain aspe 

cooperation. In addition, I can say that Slovakia 
already invested a substantial amount of funds in the 
Krivoy Rog GOK [Mining Concentration Combine}. Inci- 


4 


dentally. in exchange for the raw material. we are | 
viding spare parts for the metallurgical and mining 
industry. Joint work in machinebuilding and the autom 
tive industry promises to become very interesting. We are 


buving sunflower, rape, and soybean raw material 1 
Ukraine as well. Two plants are operating in Slovakia to 
process rapeseed oi! into ecological! 
can be used to fuel equipment. for processing sect 5 
where children’s food products are being grown. 1n healt 
resort areas, and the like. We have already made comm 
cial proposals to our Ukrainian partners to work togetu 

in this direction 


clean diese! ¢ t 


In addition. about - 
ipation have been registered in Ukraine. However. mat 
of them have been forced to discontin 


Ss ) n entry < rer rt 
SP [joint ventures} with our pa 
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[Kvitko] What was the reason? 


The instability of your legislative base, which left the joint 
ventures in an unfavorable position. We remember well 
the law on foreign investments adopted in 1992. But, after 
the well-known decrees, this fine law acquired almost the 
opposite implication. I think that legislative and tax policy 
are the cornerstones in developing real statehood and state 
wisdom, whose main objective is the public welfare. 


[Kvitko] All the same, the impression 1s created that even 
today’s difficult conditions have not discouraged Slovak 
entrepreneurs from operating in Ukraine. And, our busi- 
nessmen are also interested in receiving their offers. So 
does this mean not all 1s lost? What do you think about 
this? 


{Sandtner] I car: even cite examples of joint operation that 
are quite successful. They include the joint ventures of 
“Seko” in Krivoy Rog and “Integralko” in Mukachevo, as 
well as the joint venture to produce stomatological equip- 
ment in Dnepropetrovsk, which was established with par- 
ticipation by the well-known Khirana firm. 


Our businessmen want very much to work in Ukraine. 
Economic gain plays the most important role, of course. 
We do not conceal the fact that we do not have surplus 
funds at our disposal. But, when the work is sufficiently 
productive, mutual benefit is assured... 


But, for cooperation to hold promise, only two conditions 
need to be established. First, a reliable juridical and legal 
foundation that provides stimulation. And, secondly, 
assistance to free enterprise with a full range of informa- 
tion. Generally speaking, it 1s essential that the govern- 
ment create conditions, not decrees. And, then we will be 
operating under conditions that are mutually beneficial in 
our trade and economic relations, which is the main 
motive force for successful business. And I cannot help but 
mention that some steps in this direction are already being 
taken in Ukraine. In particular, the excise duty has been 
lowered, and the number of commodities subject to export 
quotas and licenses has been reduced. I would very much 
like to see the wise steps in this direction continued. And 
partners in Slovakia will not leave this unanswered... 


Telephone (044) 212-09-85, FAX (044) 212-09-08. 


SLOVAK-UKRAINIAN TRADE 


As of | August 1993, Slovakia’s exports to Ukraine 
accounted for 2.2 percent of the total and exports to 
European countries accounted for 6.9 percent. As a com- 
parison, these indicators for the Czech Republic were 1.4 
and 4.5 percent, respectively. 


As of | August 1993, Slovakia’s imports from Ukraine 
accounted for 2.0 percent of the total and imports from 
European countnes accounted for 3.9 percent. For the 
Czech Republic, these indicators were 1.5 and 2.9 percent, 
respectively. 


According to the Ukrainian Customs Committee, foreign 
trade turnover between Ukraine and Slovakia in 1993 
totaled $129 million, including $74 million in exports and 
$55 million in imports. 


RUSSIA - 


According to data from the Ukrainian Ministry of Statis- 
tics, this country’s exports totaled $68 million and its 
imports totaled $70 million in 1993. 


According to Slovak statistical data, Slovakia’s commodity 
turnover with Ukraine in 1993 totaled $292 million, with 
exports accounting for $152 million and imports $140 
million. 


The principal items exported from Ukraine to Slovakia are 
ferrous metallurgy output, iron ore, and pellets. 


Ukraine’s imports from Slovakia consist mainly of con- 
sumer goods. foodstuffs, and alcoholic and nonalcoholic 
beverages. 


Promising sectors for cooperative activity: 

—the mining and mining concentration industry: 
—metallurgy: 

—the agricultural and food industry: 

—machinebuilding, including automotive manufacturing; 
—road and transportation construction; and 


—VPK [the military industrial complex]. 


THE LEGAL-CONTRACTUAL BASIS 


The following have been signed between Ukraine and 
Slovakia: 


—An agreement on cooperation in veterinary science, 14 
May 1993: 


—An agreement on cooperation between ministries of 
agriculture, 14 May 1993: 


—An agreement on friendly and good-neighbor relations 
and cooperation, 29 June 1993: 


—An agreement on the location of diplomatic representa- 
tions, 29 June 1993: 


—An agreement on cooperation between national banks, 5 
June 1993; 


—An agreement on trade and economic cooperation and 
scientific and technical cooperation, 26 August 1993: 


—A protocol on deliveries of commodities and the provi- 
sion of services in 1993 from 26 August 1993: 


—A set of agreements on border procedures, !4 October 
1993: 


—An agreement on cooperation between ministries of 
defense, 29 October 1993; and 


—a trilateral agreement with the Russian Federation on 
the transit of nuclear fuel waste products across Ukrai- 
nian territory, 19 November 1993: 


The following are being prepared for signing: 
—An agreement on mutual attraction and protection of 
investments: 


—Article 12 of the Agreement on Trade and Economic 
Cooperation, which provides for the formation of a joint 
intergovernmental commission on trade and economic 
cooperation matters: 
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—A protocol on Ukraine’s intention to continue construc- 
tion of the KGOK [Krivoy Rog Mining Concentration 
Combine]; and 


—A protocol on delivery of commodities and provision of 
services in 1994. 


Prospective agreements: 

—on shipbuilding: 

—on railway traffic: 

—on motor vehicle traffic: and 
—in the communications sector. 


Trade relations between those engaged 1n entrepreneurial 
activity in both countries were not actively developed 
throughout 1993. largely because of excessive licensing, 
setting of quotas, and high customs duties by Ukraine. 


Among the problems in relations between the two countries, 
those requiring an immediate solution should be singled out: 


—restoration of old cooperative ties and the organization 
of new ones between enterprises in Ukraine and the 
Slovak Republic: 


—creation of a proper normative and legal basis for 
bilateral economic cooperation: 


—banking support to speed up settlements between sub- 
jects engaged in economic activity in Ukraine and 
ae, 

‘ lovakia: 


—the lack of a developed transportation and communica- 
tions infrastructure: 


—the lack of development of customs and border cross- 
ings: and 


—the inadequate information base on the foreign eco- 
nomic laws of both countnes. 


Minister Scores Handling of Nuclear Issues 


044K 16234 Kiev ZELENYY SVIT in Ukrainian 
Vo 8, Jun 94 pl 


[Statement by People’s Deputy Yurty Kostenko, minister 
of environmental protection of Ukraine, at press confer- 
ence at Ministry of Environmental Protection on 9 June 
1994: “Why Did the Minister of Environmental Protec- 
tion Refuse to Be Chairman of the Supreme Council 
Ecological Commission?” 


{Text} An explanation by the minister, People’s Deputy of 
Ukraine Yuriy Kostenko, concerning the reasons for his 
refusal to head the Supreme Council Commission for Eco- 
logical Policy Issues was one of the issues at a press 
conference held on 9 June of this year at the Ministry of 
Environmental Protection of Ukraine. We publish the state- 
ment of the minister in an abridged form without comment. 


The minister said: “In conjunction with my refusal, accu- 
sations have been leveled in the press to the effect that lam 
trying to sit on the sidelines of the complex ecological 
problems Ukraine 1s now facing. 


“T believe that the problem of eliminating the conse- 
quences of Chernobyl ts the greatest priority and the most 
pressing problem for Ukraine. The situation that emerges 
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in the nuclear sector will influence the status of Ukraine 
for many decades. At present nuclear legislation is com- 
pletely absent in this sector. There 1s no law which would 
regulate legal relationships in the process of using nuclear 
energy and in handling radioactive waste. Complete chaos 
In executive activities has emerged. Five ministries pro- 
vide management tn the sector of nuclear energy and the 
use of radioactive elements. Five or six departments regu- 
late and control this important sphere. The functions of 
these departments are not clearly delineated, making it 
possible for the powerful military and nuclear lobbies to 
create prerequisites for the emergence of ecological crimes, 
just as in the old times. The vagueness of the relationship 
between power and control organs 1s used by the nuclear 
lobby to push through its inhumane and antiecological 
decisions. The latest Ukrainian president's edict on the 
development of nuclear power generation 1s a graphic 
example of this. This edict was not coordinated with any 
control organ. For this reason its implementation will 
actually mean new ecological crimes or new ecological 
problems for Ukraine. 


“Another important aspect is that we still have nuclear 
weapons and we should destroy them over seven or more 
years. At the same time, there are certain forces that are 
interested in having Ukraine get rid of nuclear weapons as 
soon as possible. This will later help them to solve other 
political problems. These tissues should also be resolved. 


“For this reason, I proposed that the Supreme Council 
establish a commission for issues of nuclear policy and 
nuclear regulation which would assume responsibility for 
coordinating these issues both at the legislative level and in 
the executive sphere. As you know, such a commission has 
been confirmed. I have gone to this commission to work, 
and I will endeavor to implement everything that has been 
developed in the Ministry of Environmental Protection 
and requires regular solutions.” 


Radioactive Contamination of Water Sources 
Viewed 

944K 1623B Kiev ZELENYY SVIT in Ukrainian 

No 8, Jun 94 p4 


(Interview with Doctor of Biological Sciences Mykhaylo 
Kuzmenko, chief of the fresh-water rad:oecology depart- 
ment at the Hydrobiology Institute, academician of the 
Ukrainian Ecological Academy, by ZELENYY SVIT 
Editor in Chief Mykhaylo Prylutskyy; place and date not 
given: “What Kind of Water Is the Donbass Drinking?”’] 


[Text] In general, what do we know about the post- 
Chernobyl ecological status of bodies of water in Ukraine, 
especially the Dnieper, which nourishes the fields and 
supplies millions of people with food and drink? 


ZELENYY SVIT editor in chief Mykhaylo Prylutskyy 
discussed this with Doctor of Biological Sciences Mykhaylo 
Kuzmenko, chief of the fresh-water radioecology department 
at the Hydrobiology Institute, academician of the Ukrainian 
Ecological Academy. 


[Prylutskyy] Mykhaylo Illich, to this day many rumors are 
circulating and there 1s much controversy concerning the 
pollution of bodies of water in Ukraine by radionuclides. It 
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is hard to know how much of this 1s truth and how much 
is fantasy. Therefore, we would like to hear what you as a 
specialist have to say. 


[Kuzmenku| By now everybody knows that after the explo- 
sion at the Chernoby! AES [Nuclear Power Station] radi- 
onuclides flew all over the world. They have been detected 
in the ecosystems of Scandinavian countries, Asia, and 
even America. So, what 1s there to say about Ukraine”... To 
be sure. at present. eight years after the disaster, most 
bodies of water in Ukraine are 1n a quite decent condition, 
and there are no grounds to talk about a radiation danger 
being posed by them. However. we cannot say this about 
waterways in the 30-kilometer zone adjacent to the Cher- 
nobyv! AES. Most radionuclides are carried to bodies of 
water in Ukraine. in particular the Kiev Reservoir. by the 
river Pripvat. In 1997-1983 the strontium-90 content in 
the water of the Kiev Reservoir came to (1-6) x 10'° 
curies/liter, and that of cesium-137 to (1-2) x 10'* curies 
liter, whereas in the first half of June 1986 it increased 
sharply: that of stronttum-90—to 4.0 x 10°” curies/liter 
and that of cestum-137 to 5 x 10'° curies/liter. In some 
places such readings exceeded those from before the acci- 
dent by a factor of 30,000. In the vears since, contamina- 
tion levels have dropped, but a significant quantity of 
radionuclides settles in the silt and 1s absorbed by plants 
and fish.... 


Naturally, radionuclides migrate from the Kiev Reservoir 
down the Dnieper. According to data from radioecological 
surveys, at present the water in the Dnieper complies with 
the norms. Natural self-purification of the river plavs a 
role. However. | would like to stress this as an ecologist. 
We have a duty to think about water quality in general. It 
may be very good, good. or tolerable. So. the water in the 
Dnieper ts tolerable. At the same time it has a very broad 
array of chemical pollution. There are phenols. heavy 
metals. salts, and the already mentioned radionuclides. 
Unfortunately. at present our science cannot evaluate the 
risk to life in the entire world around us which 1s posed by 
chemical pollution and radioactive contamination. How- 
ever, it 1s known with certainty that the negative effect of 
a set of toxins considerably exceeds the effect of individual 
hazardous substances. Therefore. against the background 
of the chemical pollution of water in the Dnieper even a 
low level of radionuclides in it may seriously damage the 
environment and injure the health of the people. In view of 
this, 1t 18 necessary to fight more vigorously than ever, 
through the force of law, those who continue to poison the 
water in the Dnieper and therefore us with chemicals. 


[Prylutskyy] You said “us,” but it 1s known that in Kiev, 
even within Kiev Oblast. water from the Dnieper 1s 
virtually not used for life or irmgation. Water from its arms 
and canals, such as say the Dnieper-Donbass Canal, 1s 
another matter... 


{[Kuzmenko] This 1s precisely what I meant. Although 


significant radioecological surveys of the Dnieper and its 
reservoirs were taken in recent years. one of the largest 
waterways of Ukraine. the Dnieper-Donbass Canal, has 
still absolutely not been studied. It 1s precisely its water 
that 1s drained virtually to the bottom in order to irrigate 
agricultural crops and water the cattle and 1s delivered to 
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the apartments of many millions of Donbass residents. I 
will take the liberty to dwell on this problem in 
greater detail. 


The water intake installation of the canal is located at a 
reservoir in the vicinity of the city of Dniprodzerzhynsk. 
Water discharge comes close to 100 cubic meters/second. 
After running 263 kilometers through the flood plains of 
the rivers Arel, Arelka, Brytay, and others, the canal flows 
into Siverskyy Dinets below the city of Izyum. According 
to data, in the eight years since Chernobyl! hundreds of 
curles in strontium-90 and cesium-137 have entered the 
canal. Radionuclides which enter the canal with suspended 
particles during the summer “blooming” of blue-and-green 
water plants virtually cannot be calculated precisely. At 
that particular time, the cesium-137 content in these 
particles accounts for 70 percent of its total activity. 


The bottom of the canal is lined with natural soils which 
actively accumulate radionuclides. The latter can be 
passed from the sediment at the bottom into the water 
again under certain hydrochemical conditions, and such 
conditions do exist. The chemical pollution of the Donetsk 
Region 1s more than just obvious. Let us mention just the 
ecologically dreadful “Bermuda” triangle between Lysy- 
chansk, Severodonetsk. and Rubizhne, where people 
inhale large amounts of acid vapors in the air. In addition, 
these vapors come down over bodies of water as acid rain. 
In an acidified aqueous environment, radionuclides 
become even more aggressive and pernicious for both the 
flora and fauna and the people. 


[Prylutskyy] Stull, Mykhaylo Illich, what specific harm can 
be done by the continuous consumption of this, so to say, 
“Dnieper-Donbass cocktail?” 


{[Kuzmenko] I will be somewhat more specific: regarding 
the “Dnieper cocktail” in general. After all, further down 
the Dnieper its water, to put it mildly—unfavorable water, 
is used not only by the Donetsk region but also by 
Zaporizhzhya and the Kherson area.... 


This 1s a problem not just for our Ukrainian but also world 
science, and by far not all of it has been ultimately 
explained. I would not want to scare readers with numbers 
yet again, but I must make certain comparisons to support 
these words. 


In 1970 the belief was that a collective dose of | million/ 
rem caused the death of 10 people. In 1978 the value of 
stochastic damage caused by this dose was revised and 
brought to between 100 and 125 deaths. In 1991 this 
dependency changed sharply. Scientists came to the con- 
clusion that a collective dose of | million/rem is capable of 
killing between 502 and 1,740 persons. In the process, only 
the factor of radioactive irradiation of a person 1s taken 
into account. However, it 1s now known that a person 
“swallows” the most radiation precisely in water and food, 
and the most severe diseases are also due to this. 


[Prylutskyy] However, let us go back to the Dnieper- 
Donbass Canal.... It follows from your words that whether 
the residents of that region want to or not, they use water 
which is too much of a hazard to their health. However, 
what should actually be done in order to avert such 
trouble? 
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[Kuzmenko] First of all, an accurate radioecological assess- 
ment of the canal should be made. Various ecological 
services, the Ministry of Environmental Protection, 
Health, and so on take episodic readings of radionuclides 
there. However, these individual efforts result in practi- 
cally nothing because they do not paint an integrated 
picture. We should know what ts going on in the ecosystem 
of the canal because this is precisely what forms water 
quality. It is important to know the quantity of radionu- 
clides which 1s brought to each specific section with the 
water and with solid particles and how much 1s retained at 
a particular location. The locations of the highest concen- 
tration of radionuclides must be designated. If we know 
this, then at the next stage of research we will be able to 
develop and propose effective measures for improving the 
ecological situation in this important waterway. 


Our Hydrobiology Institute is capable of performing such 
work. We have quite a strong community of radiation 
ecologists—hydroecologists, hydrobiologists, and hydro- 
chemists. We have published several very prominent 
studies of these issues. They are “Radioactive Contamina- 
tion of the Dnieper and Its Reservoirs After the Chernoby! 
AES Accident,” “Hydroecological Consequences of the 
Chernobyl! AES Accident,” and others. 


[Prylutskyy] So, what is holding you back? You are well- 
equipped for this.... 


[Kuzmenko] First of all, the regions need to be interested 
in conducting such work. The actual master of the canal 
the Ukrainian Water Management Committee, also neeus 
to make an effort to this end. First of all, funds are neeced. 
We even prepared an expedition along the route of the 
Dnieper-Donbass Canal. We put down on paper an entire 
detailed plan for it. However, when we embarked on 
Carrying it out, serious financial complications developed. 


Meanwhile, this is a national rather than regional problem. 
It should concern both the parliament of the republic and 
the president. 


[Pryiutskyy] Mykhaylo Illich, at the beginning of our 
interview you said that fish absorb a considerable amount 
of radionuclides. Both official fishing and outright 
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poaching go on in the Dnieper and tts bodies of water. One 
can frequently see how the fish, incidentally not monitored 
by any radiological service, are sold at marketplaces or just 
on the corner. Is there a risk that one will swallow an extra 
dose of Chernobyl woes? 


{[Kuzmenko] Of course there ts.... The point 1s that radio- 
nuclides are passed very easily along the so-called food 
chain. What does this mean? Radionuclides from the water 
are transferred to plankton. Nonpredatory fish eat 
plankton for the most part, and therefore radionuclides are 
accumulated in these organisms. Predators hunt the non- 
predatory species and accumulate a still higher content of 
radionuclides. Particularly significant quantities of radio- 
nuclides. especially cesium-137, are passed through the 
food chain into the muscular tissue of fish. For example, 
last year the cesium-137 content of a considerable number 
of predatory fish in the Kiev Reservoir exceeded the 
permissible norms established by the National Commis- 
sion for Radiation Protection. 


As far as the Dnieper-Donbass Canal 1s concerned, | 
believe that in this instance the situation calls for a 
thorough study. People who live next to the canal fre- 
quently catch fish for their consumption straight from the 
silt, unaware of their quality. Radiological monitoring of 
all of this 1s by all means necessary; however, extensive 
explanatory efforts and the ecological conditioning of the 
population are just as weighty. 


{Prylutskyy] Finally, Mykhaylo Iilich.... It 1s hard to talk 
about financing at present. especially as far as state support 
is concerned, but nonetheless: How much would carrying 
out your program for, say, studying the Dnieper-Donbass 
Canal cost? 


{[Kuzmenko] Our society fails to understand something 
completely obvious: By postponing this issue until later 
and not wishing to know about the ecological situation in 
a particular region, it 1s already paying too much for this 
today—in terms of its health and the lives of our children 
and grandchildren. Compared to this, the outlays on the 
expedition we have planned are minuscule. If the survival 
of the nation is at stake, 100 million or even 200 million of 
our current coupons are worth nothing. 
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KAZAKHSTAN 


Deputy Rates Supreme Council Priorities 
944K 16674 Almaty SOVETY KAZAKHSTANA tn Russian 
] Jul 94 p 2 


[Article by Valentina Sivryukova under the rubric “The 
Tribune of Parliament’: “Counterbalances of Power Must 
Be Formed tn Society} 


[Text] Valentina Andrevevna Sivryukova, 45, was born in 
Zhambyl Oblast. She graduated from the Kazakh Chemi 
cal-Technological Institute with the specialty of chemical 
engineer-technologist 


She began her career in 1971 as a teacher at the Shymkent 
Energy Technikum. In 1991 she was elected president of the 
first independent republic trade union, Birlesu. In: March 
1994 she was elected deputy of the Supreme Council for 
Enbekshinskiy electoral district No. 125 of South Kaza- 
khstan Oblast 


Before presenting his message to the Supreme Council, 
President N. Nazarbayev met with members of the Coor- 
dination Council. After reporting on the Eurasian Union 
and on the fact that unless it shares a common currency 
space, energy space, and other spaces with states of the 
former USSR and Russia in particular, Kazakhstan cannot 
survive, the president did not reveal anything new to the 
members of parliament. 


I got the impression that this meeting had a different 
purpose—to notity some of the deputies that the president 
did not intend to make any changes tn the leadership of the 
executive power. In light of past events, when for the first 
time within the walls of the House of Parliament a view- 
point different from the president's on the government's 
activity was documented and a lack of confidence 1n the 
course of the reforms being conducted was expressed, the 
president apparently decided to dot all the “1's.” And he 
did. 


In the president's view, no other government will pull 
Kazakhstan's economy out of the abyss. For the first time 
he openly stated that S. Tereshchenko suits him quite well. 
in spite of the persistent rumors that the prime minister 1s 
on his way out. Just as he 1s satisfied with other ministers 
who have managed, not without the president’s assistance, 
to establish the necessary ties with other states. 


In a word, there 1s no government better than this one and 
there will be no other now. Or—ts it not needed? 


Indeed, in the political situation that has developed net- 
ther this government nor any other can solve the problems 
facing the republic's economy, and especially the problems 
that have accumulated in the social sphere, which are 
rapidly leading society to a dangerous point. And. in my 
view, the president 1s right in thinking that changing the 
Cabinet of Ministers will not produce any results. At the 
same time he thinks that the republic can be saved by 
political and then economic rapprochements with other 
States within the framework of the Eurasian Union. There 
is no Objection here. But what would be the role of the 
Supreme Council in this process? None, of course. When 
state bureaucrats of one country negotiate with state 
bureaucrats of another, legislators are not usually at the 
negotiating table 
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At the same time it 1s extremely utopian to try to expand 
and strengthen the control function of the Supreme 
Council in order, with the help of the mechanism for 
oversight of the executive power, to correct its course. The 
ramified system of executive power which pervades the 
State from top to bottom, which the Supreme Council of 
the last convocation regarded calmly even a year ago, now 
will allow the parliament no control. So effective control 
and adjustment of the course in compliance with legisla- 
tion existing in the republic are impossible. Is that not 
axiomatic? 


But the paradox 1s that there 1s no need even to lock horns 
over how to make our power civil and civilized. All we 
need to do 1s execute the Constitution. Everyone, including 
the president. It contains the principles for division of 
state power—so let us divide it. Here 1s where the interests 
of the executive power, as the sole real holder of the “purse 
strings’’ called the “state budget.” are affected. It 1s curious 
that in our state there 1s no system of control as such over 
Its exnenditure. And perhaps this is no accident. The 


Sup! yuncil will have to solve this problem. And how 
ar nt tends to solve economic problems—that 
1S the government. That 1s why it receives 


ItS Wigc he state budget 

Additionally, 1t 1s necessary to create a system for rapid 
and dispassionate reaction to failure to comply with laws, 
regardless of whether it 1s the prime minister, a busi- 
nessman., or a worker who has violated them. Understand- 
ably, this has to do with the judicial branch of power 
which, unfortunately. 1s just getting on its feet and ceasing 
to be...a structure serving the executive power 


Today all three branches of power are in need of assistance 
and the appropriate legislative base so that it will not be 
advantageous for a bureaucrat to take a bribe, for a judge 
to strangle a case with red tape or hand down an incorrect 
sentence, or for a deputy to spend time fruitlessly in the 
Supreme Council, forgetting about the fact that he belongs 
to those who voted for him, to whom he promised to 
protect their rights and interests. And in this connection. 
In my view, the deputies must stop fostering the hope that 
the creation of a system of total control over the executive 
power will force it to focus on the interests of society 


Balance 1s needed tn the interrelations of the three 
branches of power, but the counterbalances must be cre- 
ated in civil society. So far we have a mass of workers and 
nonworking people whose lack of rights lead them to 
despair. For now appealing to the courts holds no promise 
for them—their health 1s not good enough and they do not 
have the time—and it 1s pointless to appeal to the govern- 
ment, for which any antipopular action goes unpunished 
What ts left is the Supreme Council, which ts easier to “get 
to.” but it 1s impossible to achieve a solution to a problem 
now. Is there a way out of this vicious circle for all of us 
There is' The Supreme Council must adopt a block of laws 
to liberate our society from bureaucratic fetters. Finally. it 
must be given a chance to breathe! It 1s necessary to adopt 
laws that give priority to natural human rights and the 
traditions of civilized statehood. Which of these are pri 
mary”? The one about making changes and additions to the 
Constitution of the Republic of Kazakhstan which would 
assert the supremacy of natural human rights over state 
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law, the right to self-government of a community of 


citizens. and the limits of state law. 


We need a law on the principles of the organization and 
functioning of state power in the republic. It should 
determine the position, role, and status of citizens and 
independent public associations in the system of popular 
rule in the republic, as well as the measure of authority 
delegated by the citizens to the state. It should clearly 
designate the form and conditions for the execution of this 
State act and the procedure for ensuring guarantees and 
answerability for failure to meet these conditions. 


We need a law on the bar that would envision bringing the 
entire system of judicial organs into compliance with the 
standards adopted in the international community, elimi- 


nating the previous mechanism of blind subordination of 


the law enforcement organs to the executive power, and at 
the same time—reating a legal mechanism and guarantees 
of the rmghts and treedoms of citizens in the judicial 
system 


We need, finally, a package of laws on the exercise of the 
constitutional rights of the individual to elect, be elected, 
and directly express his will regarding fundamental ques- 
tions of the republic’s state life. | would include in it laws 
such as those on guarantees of suffrage and on the refer- 
endum. It will be necessary to revise the principles of local 
self-government and the guarantees of the rights of citizens 
and associations of them to conduct public actions dem- 
onstrating their will: strikes, rallies, picketing, parades, 
demonstrations, processions, public statements (including 


In the press), et 


We also need laws determining the conditions for the 
x1Stence of the nonstate and noncommercial sectors in the 
untry. the so-called third sector of the republic. In 

l ticular. either a new law on the right to association or 

democratization of the previous law on public associa- 


tions. One of its unconditional norms should be a provi- 


n revoking the registration of any public associations 
uf citizens. The only exceptions might be associations that 
enter into material-financial relations with the state. But 
here the matertal-financial activity of the association and 
not the association itself should be subject to registration 
vith t rresponding state structures 
No less mportant 1s a law on political parties which would 


make it possible to realize political pluralism in practice. 


| so necessary to bring the Law on Trade Unions into 
compliance with international norms taking into account 
Kazakhstan's entry into international labor. It should 
become a most important instrument for the creation of 

yal conditions for the development of a trade union 


ement that 1s independent of the state and protects the 


! ind interests of hired workers before the state and 
} ‘ Y ) 

ft ‘ving the legislative foundations for the establish- 
ient of the third sector of the republic we will have the 
d of mass, effective, and total organ of contro] and 
1 the executive and the legislative and judicial 

owers as well which 1s called a civilized civil society 
\ ‘alized in states with developed democ- 
They are not new to us either. They were developed 
ind ted in the memorandum to the Supreme 
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Council by the Independent Trade Union Center of Kaza- 
khstan. And the adoption of the latest declaration of the 
Supreme Council showed that the parliament ts capable of 
joining forces for handling the most important problems of 
society. So there 1s the hope that the deputies, under- 
standing their historic mission, will manage to lay the 
legislative foundations for the development of democracy 
In Our state, which presuppose priorities of human rights. 


Progress in Pipeline Talks Outlined 


944K 1662A Almaty PANORAMA in Russian 
No 26, 2 Jul 94 pp 3, 7 


{Article by Alla Bilskaya, under the “Oil” rubric: “The 
Optimum Version of Transporting Kazakhstan's Oil Will 
Be Selected by the End of the Year’’| 


[Text] Deputy Minister of Foreign Affairs Vyacheslav Giz 

zatov made a business trip to Ankara, where a meeting of 
the working group for resolving the issue of transporting oil 
through Turkey was held from 23 to 25 June 


Mr. Gizzatov discussed with PANORAMA the course of 
the meeting and the agreements reached. 


Despite the gravity and urgency of the topic of exporting 
Kazakhstan's oil and extensive information, its discussion 
proceeded spontaneously, at an inadequate level, and did 
not result in practical decisions 


The success of economic reforms in Kazakhstan and the 
welfare of the population largely depend on how success- 
fully and promptly the issue of oil transportation 1s 
resolved. The Ankara meeting was the first practical step 
in considering alternate scenarios for oil transportation 


As 1s known, at present Kazakhstan’s oil is carried by 
routes that were established in the times of the Soviet 
Union, that 1s, through the territory of Russia to European 
countries. 


In 1992, the Caspian Pipeline Consortium was established 
on the initiative of Kazakhstan and Oman, later, the 
Russian Federation joined it. The objective of the trilateral 
consortium 1s to arrange for the transportation of Kaza- 
khstan’s oil using Kazakhstan’s and Russia’s pipelines to 
the port of Novorossiysk and through it to Turkey. This 1s 
a quite rational version, but there are a number of prob- 
lems with tt. 


The situation in the Strait of Bosporus 1s the main 
problem. In conjunction with the considerably greater 
intensiveness of navigation in the straits, Turkey has 
expressed legitimate concern associated with the ecological 
safety of Istanbul, whose population numbers 10 million 
This is easy to explain, all the more so because tanker 
accidents that have already occurred have entailed fatali- 
ties and environmental pollution. 


Therefore, the Turkish side intends to introduce new 
regulations for the passage of vessels through the Strait of 
Bosporus effective | July. The regulations include rules foi 
particular vessels whose dimensions exceed 150 meters 
Therefore, previously tankers passed through in convoys 
regardless of size, whereas as a result of the introduction of 
the regulations, vessels of the aforementioned category will 
pass through the Bosporus singly, which will reduce the 
number of passages by high-tonnage vessels. A situation 
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may realistically develop whereby tankers with oil trom 
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Speaking at the briefing, Mr. Medvedev emphasized that 
the data on radtoactive pollution must be placed before 
international public opinion since neither the public nor 
the press believe the studies of domestic ecologists any 
more, which 1s quite understandable: There has been 
silence and distortion of facts for too long. But what 1s 
important here 18 not one-time but planned and constant 
assistance from such organizations as the World Bank and 
the American Environmental Protection Agency 


Despite the minister's misgivings Over espionage activities, 
he admitted that the main task of his visit to the United 
States was to convince the Americans and, mainly, the 
World Bank, of the crucial nature, expediency, and effec- 
tiveness of the program for protection of the biological 
diversity of the Caspian Sea and tts coastal zone and 
hieve financing for this. Svyatoslay 
nied there a program developed by Kaza- 

participation of other Caspian states 
\verbaryjan, Turkmenistan, and Iran, to which was 

da letter from the prime minister of Kazakhstan 


mentioned program was developed by the Min- 
gv and Bioresources in conjunction with 
of the Caspian states with assis- 
clalists of the largest o1l companies such as 
-azakhstankaspiyshelf. In one of the stages 
{ the program there were differences of 
with the Russians, who expressed dissatisfaction 
n’s priority in the development and imple- 
project. but they were soon resolved. In 
s words, the Americans expressed a desire 
Kazakhstan as the intermediary and to 
rdinating center in Almaty 


ments 


Kazakhstan minister defended the “pro- 

1 the United States. The final defense of the 

presented before Yale University graduates 

{ Bank building where they again analyzed the 

ical, financial, and other aspects of the 

a decision was made to recognize the 

,ing with the world convention for 

gical diversity and the World Bank 

ological Fund approved the creation and 

of the program and took responsibility for 
an initial amount of $35 million 


the immediate actions for imple 
Mr. Medvedev responded that in a 
Minister Sergey Tereshchenko 
with a positive response from the 
familiarize the heads of the govern- 
states with its content. Then Amer- 
will arrive in Almaty and together 
sted ministries and departments they 
aration of the necessary documenta 
in order to conduct monitoring in 
pian Sea. Regional groups will be 
\strakhan, Ashgabat, Baghdad. and 
jinating council in Almaty. which 
tatives of all states. As tor the 
Medvedev reported that the time 
tt been specified yet nor had the 
f the World Bank funds among 
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h is to be coordinated during the 


‘tation of the project 
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In spite of the unification of the partners into a coordina- 
tion council, which 1s forthcoming according to the pro- 
gram, Mr. Medvedev emphasized that now it 1s necessary 
to immediately determine the status of the sea and estab- 
lish clearcut boundaries among countries so that each of 
them will have its own particular part of the Caspian in 
order to avoid any disagreements. 


The minister also noted that the World Bank has set as one 
of the conditions for financing the participation of com- 
mercial structures along with the state sector in the project. 
The Kazakhstankaspiyshelf company has already 
announced that it intends to invest $9 million in the 
program over two years. Additionally, according to Mr 
Medvedev’'s statement, this project, which has received 
not credit but precisely preferential, grant financing, will 
not be research but 80 percent applied, being an invest- 
ment ecological program that encompasses the entire zone 
of the Caspian Sea. 


In response to the question of what it 1s about the Caspian 
region that interests the Americans so much, M1 
Medvedev noted that study for discovering petroleum 
deposits 1s continuing and the Caspian land could turn out 
to be much richer than was previously thought, and not 
only in oil 


lereshchenko Report on Reform, Economy 
944K 16334 Almaty SOVETY KAZAKHSTANA in Russian 


28 Jun 94 pp 2-8 


[Report of the Cabinet of Ministers presented by Prime 
Minister S.A. Tereshchenko in the session of the Kaza 
khstan Supreme Soviet on 23 June 1994: “Concerning 
Action of the Government on Accelerating Reforms and 
Pulling Out of the Economic Crisis” 


[Text] Esteemed Chairman! 


Honored Deputies! 


he Cabinet of Ministers has presented a new document to 
the parliament for consideratlon—a memorandum that 
includes a report on the governments effort to carry out 
the Program of Urgent Anticrisis Measures and [ntensif1- 
cation of the Reforms, as well as the basic programmat 
principles of the government's economic policy over the 
medium term, arising out of the president's message to the 
Supreme Soviet 


In addition, the drafting of the government program of 
action to speed up the reform and stabilize the economy 
has been completed; it restates in specific terms the basi 
principles of the president's message to parliament and the 
memorandum submitted to you 


[his program was drawn up on the basis of proposals 
selected by the commission that the president formed 
Ihe program was drawn up to tak 
wccount the opinions of entrepreneurs, in 

scientists, and ministries and departments 

been discussed by the Alliance of Industrialist 
Entrepreneurs and in a session of the Cabinet 

ters. President N.A 
observations. Finishing work will be don 


this January 


Nazarbave has in Orpor! 


gram, and it will be presented to you for debat 
directions are set forth in the memora: 


corresponding illustrative material 
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Ihe system of state prices previously in effect concealed 
the profound structural dislocations that had accumu- 
lated over decades and the disproportion in the repub- 
lic’s economy, frequently it no longer reacted to the 
dynamically changing demands and needs of specific 
consumers and systematically generated a devastating 
shortage that passed trom one set of necessary goods 
and services to another 


Even today, most prices are set by the commodity 
producers, suppliers, and sellers themselves in view of 
the relations between supply and demand as they adjust 
on the commodity markets. Now, free market prices, 
which react sensitively to any changes in consumer 
demand and even to decisions made bv the government, 
frequently compel enterprises and private entrepre- 
neurs to reorganize their activity ina fundamental way 


3. The government has achteved favorable shifts and 

liberalization of domestic and foreign trade. The system 
distribution of supplies and equipment, 
which did not justify itself, has been almost completely 
dismantled; it did not give state enterprises an oppor- 
tunity to trade independently and directly with cus- 
tomers, which in the final analysis generated either 
inventories built up in warehouses that no one needed 


Or an acute shortage of resources 


of central 


loday. enterprises are entirely free in selecting thei 
trading partners, and with them they can independently 
determine all the conditions of contracts and agree- 
ments concerning the production and delivery of prod- 
ucts. The state no longer intervenes in establishing 
business ties, but on the contrary. tries to give support 
yncerning mutual 
with enterprises in Russia and other countries 
that are participants in the CTS 


nterprises, especial! 


The list of exports and imports subject to licenses and 
quotas is been reduced substantially 


Restrictions have been removed from exports of goods 


being sold for the national currency. Customs duties 
ind fees have undergone thorough revision 
Socioeconomic stability and the government's consis- 


onducting the reforms have provided firm 
guarantees for foreign investors. In the last two years 


t me of investment has nearly tripled. In 1993, 
the republic had a positive trade balance for the first 
Tiry 


4. As for budget reform, the government joined with the 
Soviet in creating what perhaps 1s 
yerfect, but 1s already an integral system of 
ind direct budget subsidies to enter- 


p ve abolished. Subsidies to offset regulated 
p are a oming to an end. The government has 
been consistently reducing expenditures of the budget 
9 fo Sidies to enterprises Operating at a loss and 
to mak ip ditferences in product prices Whereas, in 
1QQ) the rep! sented 1) ¢ percent of il exper 111 res 
was only 6.2 percent. Import subs: 

i , , } ‘ ha k 
P i { . Of i] national ta t| budget 1s 
ind becoming ted. and this 1s 
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support to the needy strata of the population. At the same 
time, the monitoring functions of the Ministry of Finance 
are being Strengthened 


A 


Relations between the government and the National Bank 
which in the framework of the two-level banking system 1s 
beginning to concentrate its effort on the circulation of 
money and strengthening the national currency, are being 
put on a market foundation. The course of a tighter 
monetary policy has been adopted 


5. In the two-and-a-half years in which the reform has been 
carried out, the first shoots of the new economy have 
sprung up and need particular attention and support. Even 
though production 1s on the decline, there are certain areas 
in which invigoration has been noted. We might cite quite 
a few examples in which enterprise managers are finding 
unusual decisions and methods of renewing production, 
producing new products, setting their sights on the specific 
demands and needs of consumers, augmenting production 
even under today’s conditions, which are not so simple 


It needs to be said that products to meet the needs of the 
agro-industrial complex and new consumer goods are now 
being put into production, and progressive technologies 
are being introduced tn agricultu 


hese new shoots of the new market economy are still not 
having a serious effect on the general situation, of course, 
but they definitely indicate that a great deal depends on 
sophisticated administrators and managers of enterprises, 
young businessmen, and entrepreneurs 


While we have spoken about achievements in reforming 
the economy, we cannot deny that the businesslike effec- 
tiveness of the state sector has begun to gradually decline, 
and the situation in the social sphere has been 


deteriorating 


This sector ts losing 1ts positions in the economy more and 
more, just as before, it 1s taking a dependent attitude 
toward the state as the main supplier of finances and 
credits, which under the conditions of the steady exhaus 
tion of state financial resources 1s intolerable 


Although the private sector has mastered new forms and 
methods of management, it 1s still not strong enough to 
offset the structural distortions and metamorphoses tn the 


economy and social sphere 


A situation has come about in which all the structural 
disproportions have begur to manifest themselves as ina 
h the 1 admunistrative- 


al ken has heen 


distorting mirror, in wht 
command system has been part 
deprived of its principal vital force. but 
system has still not become altogether established 


the new market 


The ypposition hetween the old and the new has delaved 


the moment for thoroughgoing structul ' rganization 
Aside from the lack ot sufficient | aa. ik 
has also been favored to a considerable extent by the tough 
banking environment, which has be ling back pay 
ments and slowll 9 dow! th; : = 
republic Ss economy 

Last vear. under the influer ind nressur f enterp: 
managers, we were forced to conduct threc interbank and 
Intergovernmental cleari thing | hundred 
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billions of rubles to that purpose. At the price of contrib- 
uling immense financial resources, we obtained a tempo- 
rary respite, but that did not fundamentally solve this 
problem by any means 


foday, we understand that we probably committed a 
major mistake: We did not conduct a fourth clearing 
before the national currency was introduced, that 1s, when 
we were still in the ruble zone. By not doing that, we 
communicated all the “diseases” of the ruble to the tenge. 


In February-March of this year, we once again had to 
reluctantly conduct a republic-wide clearing of debt, but 
that did not yield the effect 1t should have either: As of | 
May, the special account still had a debit balance of 
enterprises and organizations totaling about 19 billion 
tenge, and only 46 percent of that debt 1s covered. This 
finally proved that fundamentally new solutions are 
needed to the problem of debt and nonpayment. 

| want to dwell some more on what ts surely the most 
important problem—social welfare. It is no secret that, in 
the last two or three vears, there has been a noticeable drop 
in people's standard of living. Under crisis conditions like 
these, no budget of any state could withstand such a load in 
maintaining the social sphere and supporting the needy 
strata of the population and the unemployed. The govern- 
ment has simply been forced to adopt unpopular measures 
to freeze a number of social welfare programs, including 
the program for the Aral Sea area and the Semipalatinsk 
such important sectors to the vital activity of society as 
ealth care and education, and also outlays for social 
benefits and to make the transition to a still more closely 
needy strata of the population. | 
think that this is the only right solution for this period 


targeted support of the 


\t the same time record keeping of per capita family 
Income 1s properly organized, the number of recipients of 
i) assistance could he reduced. which would make it 


yonsive to those who have an acute need for tt 


\t the same time. evidently, there 1s no need to explain the 

of the problems that have already come to a 

id in the sectors of the social sphere. especially tn health 

ie and education, which have found themselves in a 
Hificult situation without sufficient financing 


ved problems remain in the process of privatization 
pecially concerning tts pace, quality 
imrying Out mass privatization, and creation of the 
panizational structures in the management of produc- 


the methodology 


| major problems also include the fight against crime, 
has been lashing society and ts one of the principal 


blems disturbing society 


| suppose everyone understands that we need to speed up 
orms, to give them an additional thrust, to dis 
remnants of the old system more quickly, a.id 
lo maintain in every way the new economy 
private sector, creating favorable conditions for its 
hition 
he situation also shows the need to develop 


iCtIVITV In every way ibove all by creating 
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incentives. We can remember the beginning of the devel- 
opment of the cooperative movement, when the low tax 
rates promoted a real boom of business activity, and an 
unbending system of tax collection filled the state treasury. 


At the same time, economic transformations can no longer 
be carried out unless we have a sufficiently well-financed 
social welfare policy. Otherwise, the reforms will be per- 
ceived with hostility in society; people will begin to resist 
them. 


But, whatever directions of the reforms we speak of, 
whatever program we propose, in the end everything 
comes down to one thing...money 


We have been looking for sources of financing that would 
not encourage inflation. With them, we will be able to 
solve problems in the economy and the social sphere. If we 
do not find them, we will have to grit our teeth. This, like 
it or not, is the entire philosophy of the crisis. 


Money ts needed for modernization and renewal of pro- 
duction, for new construction, to maintain the social 
sphere, but also, and this is quite important, to speed up 
the reforms. 


When we speak about the need for financial rescue and 
bankruptcy of enterprises, we need to create for that 
purpose a bank specialized in rehabilitation or financial 
rescue; in a given period of the economy's recovery, it 
would provide financial support to enterprises. When we 
proclaim a course of accelerated development of the pri- 
vate sector, then we need both financing of postprivatiza- 
tion processes and also state aid as new businessmen 
evolve in the early stages. 


Funds, quite substantial funds, are also needed for the 
structural revamping of the economy. Even creation of the 
conditions to increase business activity—that, too, 
requires considerable funds 


In other words, the process of reforming the economy ts 
definitely a resource-absorbing process. And, the basic 
question of the old or new program, of any program, ts to 
solve the question of whether we look for the money within 
the country at the expense of production and the social 
sphere, or we find outside sources of loans to finance the 
economic transformations. 


The message of the president to the Supreme Soviet stated 
that almost no reserves are left for reliance on our own 
resources. But, a preparatory period 1s required to launch 
the economy on another track, because it 1s no simple 
matter to obtain loans on the capital market. A difficult 
and painstaking effort by the government, a kind of 
transitional period, 1s needed here. The president of the 
country has already defined that period as no more than 15 
months, after which the government will report on tts 
effort 


Proceeding on that basis, the government has divided its 
action in the near future into three stages 


In the first—from June to December 1994—the reform 
scenario would presuppose maximum reliance on our own 
resources and minimal external loans to provide financing 
for the budget deficit and the balance of payments to the 
extent necessary to bring inflation down to the level of no 
more than 10 percent by the end of the vear. Even here, the 
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short-term standby program 1s the difficult strategy for 
reducing inflation, that 1s, for achieving a relatively stable 
exchange rate of the national currency, but it has proven 
effective in many countries. At the same time, an intensive 
effort will be conducted—and 1s already being con- 
ducted—to attract domestic and foreign loans required to 
intensify the reforms, to stabilize the economy, and to 
perform the tasks of economic and social policy. 


Ihe second stage—from January to September 1995—will 
be the transition of the economy to a qualitatively different 
level of intensification of the reforms and acceleration of 
market transformations. First, we are hoping to sign the 
medium-term standby program with the IMF (not to 
exceed three years). Second, the intensification of the steps 
to integrate the economy on a new basis with Russia and 
the other countries of the CIS. And, third, an investment 


orientation toward the G7 countries and consolidation of 


partnership with the European countries selected by the 


world commun.ty to extend aid where the process of 


democratization and reforms 1s actively taking place. Inci- 
dentally, Kazakhstan, Russia, Ukraine, and Belarus are the 
republics of the former USSR included in this group 


The third stage will mark the beginning of the new eco- 
nomic course, whose essence, without departing from the 
severe anti-inflation policy, 1s to lay the foundations for a 
rise in the standard of living and an increase of production, 
but now on different principles 


This 1s the logic and main content of the government 
program and the memorandum, which proposed solutions 
to the problems that the president of the country posed in 
his message to parliament 


What has remained unchanged in the new government 
program as compared to the previous one, the anticrisis 
program? 


The investment structure policy, the foreign economic 
policy, the policy for liberalization of prices, commodity 
markets, and the exchange rate to suppress inflation, these 
have remained unchanged 


Adjustments are being made in budget policy and mone- 
tary policy, in the process of privatization, in solving 
current and strategic social problems, in the evolution and 
development of the private enterprise sector of the 
economy. And, I do not conceal the fact that here we have 
largely been heeding public opinion, we have studied the 
election programs of the deputies and alternative programs 
for the reforms that were sent into the commission specif- 
ically created by the president 


Now. brietly on the main lines of effort 


|. First of all, continuation of tight anti-inflation policy 
h was spoken about at the beginning of the year in 
the government's statement on economic policy. Surely 
a great many people have felt the impact of this policy 


by 
Writ 


[he time of easy and crazy money ts departing irretriey 
ably into the past; there 1s no longer the previous access 
» budget resources and credit resources. Now, solid 
vork has to be done, the modern sciences of marketing 


and management have to be mastered, instead of setting 
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out to walk through the corridors of the government and 
engaging in the customary concern to lobby for benefits 
credits, etc 


In the past two years, we have almost weaned produ 
tion workers from the budget. It is time that we also 
learned to do without preferential credits 


In addition, with the technical help of international 
organizations, a draft of procedure for financial rescue 
and bankruptcy of enterprises will soon be completed 
and this will tighten a great deal the requirements that 
enterprise managers must meet; they will be expected to 
take “the fat” out of the production cost 


Beginning next year, we will lower taxes appreciably 
and facilitate all the mechanisms of trade, we will 
Strengthen protection of domestic commodity pro- 
ducers, we will spell out the situation with national 
joint-stock companies and holding companies, we will 
eliminate bureaucratic barriers preventing monopolist 
enterprises from agreeing on prices, and we will take 
Steps to equalize the regional economies 


(ne major and chronically painful question 1s the banks 
and their reform, the mechanism of payments, and the 
speed at which those payments would be made 


At the present time, the course has been adopted to 
noticeably reduce the number of banks by economic 
methods, to improve their plant and equipment tn 
order to speed up the payments 


We need to introduce legisiation to make the banks 
accountable to customers for delinquency in payments 


In the organizational area, we have strengthened the 
independence of the National Bank, and it 1s no longe: 
part of the government. In the future, the main respon 
sibility for the state of the circulation of money and the 
exchange rate of the tenge will be concentrated on the 
bank 

Privatization is the pivotal direction of the reforms, and 
consequently of the actions of the government as well 
Phere is no doubt that many problems have accum! 
lated here. Above all, problems related to mass privats 


7Zation, privatization in the as industrial complex 
and management of state property remaining in the 
State sector \1 present We 1() yt fee] that t} mi Very 


Important process 1s going fast enoug! 

The government will make the necessary adjustment: 
and will above all create mechanisms for reg 
relations with the nonstate sector of the economy that 
already exists, with the help of indicative planning, b 


Shaping financial-industrial groups on a lunta 
basis. In addition, privatization will be aimed at 
ating an effective owner and at solving budget prob 
lems 

By contrast with previous years, the govern 
negotiating a turnaround tn its social welfat | 
will be solving these problems 1 

residual principle, but posing specif 

Ihe main goal of social w 

period 1s not to allow the standard ot j 
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In addition, the following wall continue to be tasks of 
social welfare policy: bringing about conditions for 
creation of new jobs and supporting measures for social 
adaptation of the temporarily employed, development 
of a system of social insurance as a basic element of 
social welfare policy. and also reform in the area of 
remuneration to back up the state guarantee of the 
minimum level and to remove restrictions from the 
upper level of remuneration. The government will take 
steps to make the transition to the income-governed 
principle of regulating the level of remuneration by 
means of conclusion of collective contracts and rate 
agreements between employers and trade unions pro- 
tecting the interests of workers and employees. 


We must achieve a situation in which the state has a 
duty to guarantee its citizens that minimum of con- 
sumption which will be sect down in law as the minimum 


social welfare standard 

The governments social policy with respect to the 
unemployed must be aimed at creating and improving 
the legal and economic conditions for bringing the 
unemployed and able-bodied strata of the population 
Into active economic activity. Special oversight will be 


established over the processes of large-scale discharge of 


workers resulting f bankruptcy and liquidation of 
enterprises and tion operations operating at a 
loss and over tl placement system. The govern- 


ment has already undertaken a search for individual 
{ small and medium-size 


solutions to the problem 
‘nts based on one industry 


cities whose devel 


fa comprehensive analysis of the present 
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[he government intends to make an annual selection 
On a competitive basis of as many as 3,000 students 
and VUZ [higher educational institution] graduates 
for further education abroad on the basis of presiden- 
tial scholarships and international grants 


At the same time, we need to develop a State policy to 
form an elite of society, that stratum of the population 
which in the future will take over concern for society's 
spiritual and intellectual development and for its man- 
agement 


10. An all-important role in solving many important prob- 
lems will be played by entrepreneurship. which 1s 
standing more and more solidly on its feet. and by the 
private sector, which has been developing rapidly 


An explicit task of the state in the transitional period 1s to 
bring about all necessary conditions and prerequisites for 
accelerated formation of entrepreneurship in the country, 
both large- and also small-scale and medium-sized 


The fund for support of entrepreneurship will become an 
effective instrument of state policy; the government 
intends to advance the necessary capital for that fund 


The starting point of state policy must be the state’s 


protection of the rights of private property 


I think that, in this area, effective implementation of the 
program adopted recently by the country’s president for 
support and development of entrepreneurship in the 
period 1994-96 wall yield constructive results 


Esteemed Deputies! In entering the new stage of the 
reforms, the executive branch, including the Cabinet of 
Ministers, has undergone important changes, one might 
even say reform. Vivid evidence of this 1s that the socioeco- 
nomic section of the government’s report was essentially 
drafted by a new team that also included entrepreneurs 


The purpose of these changes 1s the same as that of the new 
program—to impart an additional thrust to market trans- 
formations. The renewed government has already taken 
upon itself obligations to carry out the tasks set forth in it, 
and it has received in this connection a kind of carte 
blanche from the country’s president. And, it now has 
sufficient independence for that 


I would like to say a few words about this 
year § State budget. There 1s every reason to refer to it as 
the budget of the first stage of the 


strictly on our capabilities 


In conclusion 


program, which 1s based 


Ihe government 1s well aware that we need funds { the 
social welfare sphere and produ tion 18 in need of assis 
tance. That 1s precisely why we are beginning to act as of 
next vear. And, at the outset, we have to find that kind of 
money 


We have long-range programmatic goals, to whose achieve 
ment we expect to commit additional resources. But St 
are questions for the second and third Stage 

Today. we need to live under a very strict regime in order 
to prepare them properly. First of all, we will have to enter 
those stages with minimum inflation. And, that means that 
we have te xperience tempora! diffi ities LO | 
second we must ahsolutels Stick to tt b idget \ rave 
drafted. The result of this will be a more favorable attit ide 
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Kulagin Assesses Agroindustrial Sector 
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[Text] In spite of the gloomy forecasts and expectations, 


planting work in the republic turned out fairly well. How it 
went and the prospects for the devclopment of the entire 
agro-industrial complex are discussed by Deputy Prime 
Minister of the Republic of Kazakhstan Sergey Kulagin ina 
conversation with our non-staff correspondent Bakhyt Zhu- 
maliveyva 
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farms and enterprises of the agro-industnal complex, has 
not been in operation tor more than six months. The debit 
balance amounts to 4.2 billion tenge. In order to improve 
the bank's work a large infusion of credit 1s needed. Stull, 
not all sovkhozes and kolkhozes are operating at a loss, and 
therefore it 1s necessary to divide them into those that are 
solvent and those that are not so that the profitable farms 
can function normally. But so far itis turning out like this: 
Since they all share the debit balance in common, all the 
accounts are | hey are also working on the ques- 
tion of having unsuccesstul enterprises declare bankruptcy. 
*no other way 


n 


VOCKE d 


[Zhumaliyeva] Why. in your opinion, has the state order 
notorious for the commodity producer? What 
should be the approach to its fulfillment? 


([Kulagin] Nothing new ts happening in that regard this 
year. The budget envisions 15.4 billion tenge for buying 
grain for the state order. But, taking the galloping inflation 
into account, it 1s necessary to have indexation, in my 
view, in the range of 23-24 billion tenge. None of our 
btain prepayment or futures have met with 
support from the buyers so far. For this year the state order 
is earmarked in a volume of 5 million tonnes of grain. We 
stored up almost one-fifth of it 


ittempts to ¢ 


lotivate the peasant its necessary for the state 
long with other structures to purchase grain and other 
ricultural products in the necessary volume at free 
here will be healthy competition. The com- 
modity producer himself would come to us because he 
vould be guaranteed payment. Then we would have no 
problems. In this case more than half of the necessary 
volume of grain for state needs would have been stored up 


n your view, should be the approach 


[Kulagin] Today we have 17,000 farmer-run farms. In this 
ears budget we have set aside 1.400 tenge for each. Of 
yurse this will not help. As a result. while last vear 2,700 

al niv 800 


ubmitted. Today 


farmers, this ve 


applications for individual farming were : 


f the nonstate sector of the agro-industrial 
mplex need financial support and service. For example, 
1 sovkhoz director can at east go to the kray soviet for fuel 
and lub ints or spare parts. But it 1s problematic for the 
farmer to go to the rayon center. It seems that today when 
property sha ire being divided up it 1s necessary to use 
ning unclaimed shops, automotive parking lots, 
ind garages for their needs. They will have no need at all 
for the entire set of technical equipment. For a certain 
| Cif possible to acquire a tractor or a seeder for 
temporary use. We must search for new ways and new 
| ) { ng 
1} When it comes to all the things that are 
p ns ir. We do not have enough fuel 
ind fut ts dit. or wages. But what about the 
OSI { 


(Kulagin| During the past one-and-a-half to two years we 
sage shops, 31 cheese factories, and 
m are operating with imported 
pment. producing products of excellent quality 
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materials base of the gold mining industry and the use of 
composite materials and semiprecious raw materials 
should occupy a proper place among the main priorities. 


This will be impossible without the training of appropriate 
personnel. The shortage of scientific and pedagogical per- 
sonnel is being felt in many basic specialties. The outflow 
of specialists to commercial structures and the “brain 
drain” to foreign countries 1s accelerating. The shortage of 
scientific personnel and specialists and practical workers 1s 
already having a negative effect on the basic branches. It 1s 
necessary to stop the disintegration in the intellectual 
environment and to restore the disrupted scientific and 
production relations with pertinent institutes, higher edu- 
cational institutions, and enterprises of Russia and other 
countnes of the Commonwealth. But, the intellectual! 
resources Of academic and branch institutes, higher edu- 
cational institutions, and other organizations should be 
claimed for the elaboration and implementation of appro- 
priate state scientific-production programs, and the all- 
round study and development of scarce nontraditional raw 
materials and new materials. 


Finance Minister Views Insurance System 
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{Article by Republic of Kazakhstan Minister of Finance 
Yerkeshbay Derbisov under the rubric “Opinion”: “The 
Insurance Market of Kazakhstan: How Are We To 
Develop Further? Commentary on the Presidential Edict 
Which Has Caused a Lively Discussion in the Press’’] 


[Text] The old Gosstrakh [Main Administration of State 
Insurance of the USSR Ministry of Finance], which during 
the years of Soviet power turned into one of the levers of 
State financial policy, was geared toward appropriating 
funds for the budget. At the same time, making insurance 
payouts was contingent on a mountain of various qualifica- 
tions, certificates, and other restrictions. This justifiably 
outraged clients. A stable stereotype of a negative attitude 
toward insurance developed among people and economic 
entities. 


The current economic situation necessitates a profound 
reconsideration of the insurance system for it to become a 
guarantor of material life support for people and mutual 
material and moral responsibility 


The absence of a developed legal regulation system for 
insurance 1s the foremost obstacle. The Law “On Insur- 
ance in the Republic of Kazakhstan” passed in July 1992 
set forth a general outline of insurance operations. How- 
ever, this law did not specify the organizational and legal 
format of insurance enterprises and systems for the state 
regulation of insurance operations. At present more than 
400 insurance companies operate in Kazakhstan. Many of 
them work unprofessionally. After being registered and 
granted the right to engage in insurance, they include in 
their charters dozens of types of operations but virtually do 
not engage in the principal type of operations. Actually, all 
of them have been left to their own devices. Quite recently 
such a company could be registered for just 200 tenge but 
offer insurance for capital in the millions. Virtually any 
individual could offer insurance while not being liable for 
the results of operations with his own funds tn the process. 
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Meanwhile, Vladimir Dai in his time defined the notion of 
insurance aS “giving somebody a liability guarantee at 
one’s own risk, that 1s, paying on a schedule for ensuring 
the entirety of something, with a specified amount of 
lability.” 


The Edict of the President of the Republic “On Organiza- 
tional and Legal Norms for the Formation and Devclop- 
ment of the Insurance Market” grew out of concern to 
improve the insurance market. The edict defines the role 
of the state in insurance operations and resolves to estab- 
lish an insurance department within the organization of 
the Ministry of Finance 


This new office 1s called upon to represent the interests of 
the state, regulate insurance Operations, monitor comphi- 
ance with legislation in this sphere, and ensure defense of 
the legitimate interests of insurers, their clients. and third 
parties. The duties of the newly established departmen 
include licensing, accounting and reporting in insurance 
operations, development of regulatory documents, keeping 
a State register of insurance organizations, monitoring 
substantiations for rates, and ensuring the financial sta- 
bility of insurers. Besides, the departments called upon to 
generalize practices used in insurance operations, develop 
proposals for improving insurance legislation, and submit 
them to superior echelons. In addition, the department 
must verify compliance with relevant legislative acts and 
the authenticity of insurance information. With a view to 
cadre training. 1t can take part in the expert review of 
insurance business curricula at all types of educational 
establishments. 


The presidential edict also ordains the generation of the 
fund of state property and personal insurance within the 
republic budget. It seems that tn addition to this fund it 1s 
necessary to establish a national fund for insurance against 
catastrophes and natural disasters. In this instance a more 
reliable path is to introduce compulsory payments from 
insurance premiums so that these monies will be used 
solely for specific purposes. To this end, it makes sense to 
organize a board of trustees for the affairs of this fund 
consisting of representatives of insurance organisations 
people’s deputies. and the public of the republic 


At present our insurance market 1s saturated with opera 
tions to insure commercial risks and credit. As a rule, such 
operations are secondary in the practice of the world, and 
in most countries credit is not insured at all the way it 1s 
done here. For example, in EEC states the proportion of 
operations to insure the property of economic entities 
against civil-law liability exceeds SO percent of the cor 

tracts signed, and the proportion of life insurance and 
retirement benefits comes to 35 percent, whereas types of 
insurance such as insurance of manufacturer liability 
lability for polluting the natural environment, and med 
ical and legal malpractice insurance, etc. virtually 
exist on the Kazakhstan insurance market. As I see it, this 
situation 1s due first to the rapid development of entrepre 
neurship, which requires insurance support, and second 
the readiness of present-day insurance Companies. espe 
cially in the early stages of their existence, to sign contracts 
with anyone at all as long as they get to pump out more 
money from the insured. To their mind, it remains to be 
seen whether this will produce a return. This primitive, I 


do not 
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would even say rapacious, approach 1s the shortest path to 
the bankruptcy of the insurers themselves 


The insurance market has been taken hostage by many 
departmental companies. This 1s the case in particular 
with the voluntary insurance of passengers in air, railway, 
and motor-vehicle transportation whereby funds are 
squeezed out of the clients in the most unscrupulous ways, 
and nothing at all 1s “voluntary” about it. This issue ts 
most closely associated with the absence of any degree of 
effective monitoring of compliance with legislative acts 


The development of foreign economic relations, the oper- 
ation of foreign enterprises and joint ventures, as well as 
the need to protect the property of embassies, consulates, 
foreign tourists. freight, transportation, etc. necessitate 
vigorous formation of a civilized insurance market. At 
present our insurance organizations, which do not have the 
necessary currency funds, are forced to act solely as bro- 
kers or intermediaries, yielding to foreign companies a 
substantial proportion of insurance premiums paid in 
currency. For the outflow of currency to other countries to 
be stopped, a set of measures 1s needed which are armed at 
both the independent development of the state reinsurance 
of risk as well as that in cooperation with the private 
insurance companies of Kazakhstan and nearby foreign 


countries. 
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time the appearance of the latter document played a 
positive role, but many of its provisions need to be revised. 


For example, the absence of a united fund for state and 
personal insurance impels all organizations to offer com- 
pulsory types of insurance. What does this bring about? 
Primarily confusion. For example, responsibilities for 
implementing the document are fuzzy in the Decree of the 
Republic Cabinet of Ministers dated 7 December 1992 
“On Introducing Compulsory Insurance Against Civil-Law 
Liability for Legal Entities Owning Transportation Vehi- 
cles.” Since there 1s no one to centralize the efforts to 
implement the decree, 1t 1s carried out in the worst possible 
manner. According to approximate estimates by our min- 
istry, almost one owner of transportation vehicles in four 
evades payments for compulsory insurance policies. This 
is where the state should play a role by taking over the 
effort to offer compulsory types of insurance and assuming 
responsibility for the final financial results 


We must admit that the bulk of the population has little 
faith in insurance companies and tor now does not con- 
sider an insurance policy an inalienable element of life for 
each family. farm, or enterprise, as has long been the case 
in developed countnes. The development of the insurance 
business 18 also hampered by the absence of tax relief for 
insurers and clear-cut. complete legisiation 


Following the publication of the Edict of the President of 
the Republic “On Organizational and Legal Norms for the 
Formation and Development of the Insurance Market,” 
the Kazakhstan press began vigorously discussing these 
problems. The concept built into the edict ts supported in 
iis entirety in some articles while being rejected in others 
In particular, it 1s maintained that the established insur- 
ance department will allegedly smother commercial ins. r- 
ance companies and destroy the foundation 


and CCONOMIC independen “¢ 
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The presidential edict is indeed not ideal, it has its 
shortcomings, Let us hope that the new parliament will 
eliminate the gaps in insurance legislation and bring new 
regulatory acts into compliance with the spinitot the times 
The message of the president to the Republic of Kaza 
khstan Supreme Council concerning the acceleration of 
market-oriented transformations and measures to over 
come the economic crisis also refers to taking resolute 
measures to this end 


Sociopolitical Poll Results Sumarized 


Y44A 16714 Almaty PANORAMA in Russian 
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[Unattributed article: “Sociological Study of Republi 
Political System Conducted’ | 


[Text] From 15 through 22 June 1994 the Center for Study 
of the Humanities conducted for the first time in Kacza 
khstanan CXPErl SOCLOLORU al study of the re publi pr Hiticval 
system. Participating in the study were 38 experts, including 
professional political screntists, teachers of soctal disciplines 
at Almaty VUZ's [higher educational institutions), indepen 
dent researchers, political and economic observers jrom the 
newspapers, radio, and television, leaders of social move 
ments and political parites, and also highly placed state 
bureaucrats 


The questionnaires submitted to the experts contained 79 
questions 


PANAROMA ts publishing some of the results by the Center 
for Study of the Humanities 


The definitive function of the political system is to provide 
for a stable flow of the power processes, the ones related to 
the adoption and implementation of decisions at all pos- 
sible levels. Pure (refined) types of a political system are 
practically nonexistent. As a rule, the feacures and proper- 
ties of various systems are mixed together in various 
proportions. Taking this into account, it was proposed that 
experts determine directly or indirectly the type of political 
system in Kazakhstan. First of all they evaluated the level 
of democracy in points (4 seven-point scale was used for 
the questionnaire). The results obtained were rather unex- 
pected to specialists of the Center for Study of the Human- 
ities. Some 47 percent of the respondents considered tt low 
(36.48 percent) or very low (10.53 percent). The same 
number considered the level of democracy below average 
And only two experts (5.26 percent) gave it four points 
Not one of those questioned gave it from five to seven 
points. The overall average number of points was also a 
surprise—2.47 


The level of authoriterianism in Kazakhstan, conversely, 
was rated as high. More than 80 percent of those ques- 
tioned rated it at five (31.58 percent), six (47.37 percent) 
and even seven (2.63 percent! points. The average number 
of points was also relatively high—5.24 


The experts were also asked a question about the degree to 
which the authoritarian and democratic types of political 
system correspond to the peculiarities of the mentality of 
citizens of Kazakhstan. 


The results that were received show that. in the opinion of 
the respondents, the specific nature of the mentality of the 
population of Kazakhstan would fit better within the 
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framework Of an authoritarian political system, At leas 
5.26 percent of those questioned rated the degree of 
correspondence of the peculiarities of the mentality of the 
citizens of Kazakhstan to the authoritarian type of political 
system as very high, 23.68 percent—as high, and 23.68 
percent—as above average, Only 18.42 percent consider it 
average and the rest (less than 30 percent)—below average 
or low 


\bout 58 percent of those questioned thought that the 
political system of Kazakhstan accounts sufficiently for the 
peculiarities of the Kazakh mentality. They responded to 
this question by giving five, six, and seven points. To a 
certain degree itis also possible to include among them 
another 13.16 percent of the respondents who gave it four 
pom 


The peculiarities of the mentality of the Turkic-language 
part of the population are taken into account to a lesser 
degree, in the opinion of those questioned, Some 42.11 
percent of those questioned rated it at five and six points, 
and 13.16 percent—four points. Consequently, about 45 
percent essentially gave a negative answer to this question. 


In the opinion of the experts, the peculiarities of the 
mentality of the Slavic port of the population are taken 
into account to an even lesser degree. Only two of them 
(5.26 percent) in responding to this question gave five 
points, and 21.05 percent—four points. The rest (about 74 
percent) th ought that the peculiarities of the Slavic men- 
tality are either taken into account insufficiently or are not 
taken into account at all. 


The majority of the respondents (87 percent) thought that 
the political system of Kazakhstan tn its current condition 
practically does not take into account the peculiarities of 
the mentality of the Koreans. Regarding the Germans, in 
the opinion of the experts, the situation was even more 
negative. About 95 percent of those questioned gave a 
negative response to the corresponding question 


The respondents were asked 2 question whose answer 
requircd them to rate the degree of correspondence 
between the political system existing in Kazakhstan to the 
peculiarities of the mentality of representatives of each of 
the social groups listed below: a) citv dwellers, b) rural 
residents; c) workers; d) individuals employed tn the social 
sector of agricultural production, e) farmers, f) intelligen- 
tsia (employed in the spheres of medicine, education, 
science, and culture); g) entrepreneurs; h) rank-and-file 
employees in institutions performing functions of state 
administration; 1) mid-level bureaucrats in state adminis- 
tration: }) high-level bureaucrats (deputy minister and 
higher) 


About 79 percent of the respondents rated the degree of 
correspondence between the political system and the pecu- 
liarities of the mentality of highly placed state bureaucrats 
at five (18.42 percent), six (44.74 percent), and even seven 
(15.79 percent) points. Only 15.79 percent of them consid- 
ered it average, and only two experts (5.26 percent}— 
below average. The mentality of other social groups, in the 
opinion of the experts, is practically not taken into 
account. 


Some 52.36 percent of respondents thought that the polit- 
ical system of Kazakhstan provides better chances to 
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representatives of the indigenous ethnic group in the 
process of realizing their interests, They expressed ther 
opinion by assigning five, six, and seven pots, Essen- 
tially, those who rated this preference at four pon.ts (21,05 
percent) can also be included ‘ere 


Some 52.63 percent of those questioned thought that 
representatives of the Turkic-language part of the popula 
tion also have certain advantages, At the same time 47,37 
percent of those questioned thought that representatives of 
this ethnic group have no privileges in the process of 
satisfying their interests 


Under the conditions of the modern political sysiem of 
Kazakhstan, in the opinion of the experts, it is either 
difficult or very difficult for representatives of the Slavic 
part of the population and also Germans and Koreans to 
satisfy their interests 


About 90 percent of the respondents thought that under 
the conditions of the political system currently existing 
Kazakhstan highly placed bureaucrats have the great 
chances of satisfying their interests 


Of te other social groups, the experts thought, only 
mid-level bureaucrats have their interests represented in 
the political system on an average (23.68 percent), above 
average (39.47 percent) and high (7.89 percent) level. The 
interests of representatives of the other groups, in the 
opinion of those questioned, are reflected inadequately or 
not at all 


About 79 percent of the respondents were certain that 
Kazakhstan's political system will remain authoriterian in 
the future. Only 21.05 percent of those questioned rated 
the probability of such a development of events at one, 
two, and three points. 


Additionally, when responding to the question of the 
possible appearance of a dictatorial regime in Kazakhstan 
in the next few years, 55.26 percent of the experts thought 
the possibility was very great (5.26 percent), great (15.79 
percent) or above average (34.21 percent). This means 
that, in the opinion of the majority of those questioned, 
Kazakhstan's political system will evolve in the direction 
of strict authoritarianism. 


The chances of the appearance of a democratic political 
system in Kazakhstan tn the next few years were regarded 
by the respondents as extremely slim. 


The results of the studies conducted show that Kaza- 
khstan’s political system in its current condition does a 
poor job of performing its funct’ons. In the opinion of the 
experts participating in the po is explained by such 
factors as: the lack of developmen vf the civil society, the 
iow level of political culture of the population, the inade- 
quate influence of social movements. political parties, 
trade units, and public opinion, and also the representative 
organs of state power, the inadequate degree of coordina- 
tion of the specific features of the political system with the 
peculiarities of the mentality and the interests of the 
majority of citizens of Kazakhstan, the high level of 
authoritarianism, and the low level of democracy of the 
existing political system. 
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Public Support for Reforms Evaluated 
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[Unattributed article under the rubric “Public Opinion” 
“Will Sociology Bring Consolation If the Economy No 
Longer Can?”} 


[Text] In his presentation at a Supreme Council session on 
9 June, President Nazarbayey communicated the following: 
“According to data from the latest surveys, about 70 percent 
of the population support the course of market-oriented 
transformations, Vleanwhile, at the initial stage of Kaza- 
khstan’s embarkation upon the path of reforms, we had as 
little as 20 percent of the supporters,” 


i hese are impressive, one might say sensational, numbers 
In as little as two years, the number of supporters of the 
pelitical course implemented by the leadership of the 
ublic has increased by a factor of three, while the 
andard of living of a majority of the population fell 
Harpy 


Let us try to ponder this very clear disproportion between 
the economic situation and the political sentiment of 
Kazakhstan's residents, Let us begin with the words ‘we 
had as little as 20 percent of the supporters.”’ Who ts “we?” 
if it 18 President Nazarbayev personally, two years ago he 
had many more supporters than 20 percent and consider- 
ably more than he has now (data on the dynamics of the 
nresident’s rating have been repeatedly published by the 
Giller Institute and other polling services). As far as the 
“market image’ 1s concerned, we recall that two years ago 
the reformers were very happy that state-socialist values 
were not as strong in the post-Soviet consciousness as had 
been expected. According to data from the sociological 
analysis and projection group of the Kazakhstan Supreme 
Council, in the spring of 1992 the “abandonment of 
socialist ideals” bothered only 2.8 percent of those polled 
(ABV, 25 June 1992). In the summer of the same year the 
KARAVAN sociological service got an impressive result 
upon taking a survey in Almaty: Out of two definitions— 
‘a market economy ts a society in which the welfare of an 
individual depends on his own diligence and enterprise” 
and “a market economy 1s a society in which individuals 
exploit other individuals’ —87.3 percent opted for the first 
judgment and only 12.2 percent for the second. At that 
time, about 60 percent of those polled did not see a 
rational alternative to a market economy. 


Let us note that in the future the sociologists have also 
repeatedly registered the benevolent attitude of Kaza- 
khstan’s citizens to the institution of private property but 
with an increasing lack of belief in their ability to partake 
of this institution. 


However, an ineffective political course packaged as a 
market-economy course increasingly discredited the very 
idea of market economy among the masses. A survey taken 
by the Giller Institute during the 1994 election campaign 
in nine oblast seats of the republic indicated that 66 
percent of respondents preferred a policy oriented toward 
state regulation of the economy to a course based on 
market methods. A survey taken in early June 1994 (1,000 
respondents in Almaty) indicated that while the govern- 
ment looks to the further liberalization of prices for 
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salvation, 85.9 percent of those polled came out in favor 
of strict conmirol over prices for foodstulls and basi 
Nnecessilies 


Avowed supporters of the market economy work at the 
Giller Institute. Such results are tar from gratifying for 
them. However, the thing has happened which could not 
failto happen, The now unfashionable Marx taught us that 
ideas become a material force once they possess the 
masses. However, unfit methods of material implementa 
tion are equally capable of robbing the most beautiful idea 
of its force 


Nonetheless, where did the “70 percent support” for the 
course of market transformations come from? It 1s not 
ruled out that tt came from the data of a survey taken in 
Almaty, Akmola, Uralsk, Ust-Kamenogorsk, and Shy 
wikent by the Republic Center for Public Opinion 
Research. An article on the main results of the survey 
(RIK, 28 April 1994) said: “On the whole, a majority of 
those polled (66 percent) support economic reforms, more 
thai, 24 percent of those covered by the survey came out in 
favor of a purely market economy, 42 percent of those 
polled believe that a mixed economy 1s the most acceptable 
for Kazakhstan. Therefore, public opinion supports the 
market transformation course of the president with ele- 
ments of the state regulation of the economy.’ 


In our opinion, the last phrase does not at all follow from 
the first two phrases. In the existing situation, 1 1s quite 
natural to support economic reforms, that ts, believe that 
something should be done after all about the economy, 
which 1s falling into an abyss. Also, let us not dwell on 
various approaches to the notion of “mixed economy” tn 
the broadest possible range—from Lenin's “New Eco 
nomic Policy” to the models of present-day Western 
countries, but let us note that a technical addition of the 
number of supporters of a “purely market economy” 
(likewise, to put tt mildly, a quite hazy term) to that of a 
“mixed” economy does not by far lead to the conclusion of 
support for the president's course 


In summation, we offer to the readers the results of a 
survey taken by the Giller Institute between 20 and 254 
June 1994 tn the cities of Akmola, Almaty, Atyrau, 
Karagandy, Petropavilovsk, Ust-Kamenogorsk, and 
Uralsk. 


Individuals stated that since the leadership of Kazakhstan 
began implementing “market” measures, their financial 
standing: 

has deteriorated considerably—24.5 percent, 

has detertorated—44.5 percent, 

has remained unchanged—1!7.9 percent, 

has improved—1!0.1 percent, 

has improved considerably—1!.1 percent, 

hard to say—1.9 percent. 


Individuals who believe that the course set by Kaza- 
khstan’s leadership does not lead to any market economy 
at all—38.5 percent of respondents, 


leads to a market economy typical of poor underdeveloped 
countries—13.8 percent, 
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to a market economy on the model of “newly industrial 
ived countries’ 6,7 percent, 


to a Western-type market economy—-5.3 percent, 


other—4.9 percent 


hard to say—30.8 percent 


This 1s how the respondents themselves evaluated changes 
in the level of their “market consciousness” over two 
years, 


To the statement “a market economy ts the only possible 
way for our republic’ —51.0 percent of respondents agreed 
at the beginning of reforms, 


and 33.0 percent currently agree 


Finally, the most depressing data for a market economy 
reformer. Some 57.3 percent of the respondents agree to 
the return of the time immediately preceding the 
reforms—-the end of 1991, the time of universal shortages 
and lengthy lines, but also affordable prices. Let us think 
It is not to the stagnant year 1984, but to the crisis year 
199] that the people are ready to return from the pro- 
tracted quasi-market experiment. Therefore, it) hardly 
makes sense to make up for the failed economic miracle 
through sociological miracles 


National Bank Head Comments Summarized 


Y44IKIO73 4 Almaty AAZAKHSTANSKAYA PRAVDA 
in Russian § Jul 94 pl 


[Article by Aleksey Petrovskiv, KAZAKHSTANSKAYA 
PRAVDA: “Daulet Sembayev: To Avoid Hyperinflation, 
It Is necessary To Reduce the Pressure of the Credit Press 
on the Financial System] 


| Text] It was reported at a news conference held last Friday 
at the National Bank that if the requests of the agrarian 
deputies for credits to agriculture necessary to conduct a 
successful harvest are satisfied, they will amount to 40 
billion tenge. The destructive power of credit emission on 
such a scale can be judged by three figures: 20.8 billion 
tenge are in circulation in our republic, the inflation rate in 
May was 33 percent, the return on favorable credits 
granted to agriculture in 1993 1s 3 percent. 


After satisfying the claims of agriculture for credits, we will 
bring inflation to not less than 100 percent a month. 
Gigantic loan sums are also being demanded by other 
branches. If their requests are satisfied, our republic will 
beat all records in the Guiness Book of Records tn the 
matter of inflation, and economists will have to invent new 
terms to define its degree. 


The demand for credits 1s caused in dectsive measure by 
the long-standing habit of the subjects of state ownership 
to live at the expense of the state. The structure of the 
economy and society have been changing recently, but 
“vestiges of socialism” remain and are making themselves 
felt. 


The level of inflation in June will be, in the opinion of the 
National Bank, within a range of 20-25 percent. If it 1s 
taken into account that 1t amounted to 8 percent in Russia 
last month, while in Kyrgyzia, 3.5 percent, there 1s reason 
for concern and the adoption of extraordinary measures. 
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We have already been convinced in practice that inflation 
iS an untathng brake on economic development, Enter: 
prises are ending up in yet another nonpayments crisis, 
because their resources are being eaten up by inflation, [tts 
impossible for the commodity producer to work under 
such conditions, Earned resources are withdrawn from 
circulation, a high interest rate makes it impossible to 
return credits, and production ends up paralyzed 


Is there a way out of this vicrous circle. and what 1s the 
National Bank able to do in this regard? 


‘Inflation can be kept in check only by means of con- 
ducting a tough credit-financial policy,” said Daulet Sem- 
bayev, chairman of the board of the National Bank. “We 
have calculations that were approved in) international 
financial organizations indicating that .f a sensible credit 
policy ts conducted and money 1s rot distributed to 
everyone, tt 1s possible to bring inflation to a level that 
enables the producer to operate 


“In the opinion of specialists, this level 1s 7-8 percent a 
month. It can be attained as early as September of this 
year, if appetites for credits are kept within reasonable 
limits. In May-June the National Bank began to conduct a 
moderately tough credit-monetary policy, which, nonethe- 
less, 18 running into flerce resistance. The situation 1s such 
that since the beginning of the year credits were issued for 
8.650 billion tenge. Of these, which 1s particularly regret- 
table, 2.5 billion are for covering the budget deficit. It 
should be noted that in a majority of countries the issuance 
of such credits 1s prohibited by law. In the United States 
they constitute only | percent of the volume of credit 
resources, but here they reach 70 percent. The underlying 
reason for such prohibitions ts clear: It 1s not necessary to 
encourag® the creation of holes in the budget with legisla- 
tive patches, it is necessary to live within one’s means, and 
the budget deficit must be minimal, covered by economies 
in other expenditures 


“Whatever the case may be, the volume of the money 
supply for five months of this year increased by a factor of 
only 2.7 against a factor of 3.7 1n the level of inflation. This 
speaks in favor of the fact that the National Bank, to the 
extent of its forces and capabilities, is trying to restrain 
inflation. The sale of a significant part of credit resources 
at auctions 1s also directed to this end. The situation has 
stabilized on the domestic currency market. In an. case, 
the drop in the level of the tenge against the dollar was less 
than the level of inflation. CIS experts are saying that we 
have created a currency market that 1s second to Russia in 
depth and stability 


“Since the beginning of the year, the National Bank has 
put relations with the government in good order regarding 
the granting of directed credits, and this 1s a rather painful 
problem for our economy. Work has been started with 
state securitles—four auctions have been held. The prep- 
aration of laws on the National Bank and banks in general 
and on currency regulation is under way. It 1s planned to 
conduct a reformation of the banking system by means of 
exempting the Natronal Bank from functions that are 
unusual for it, to form structures of commercial banks of a 
second level that are capable of performing the functions 
of reliable middlemen for commodity producers, and also 
to establish an effective system of payments.” 
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KYRGYZSTAN 
Success of Monetary System Detailed 


944K 1593A Moscow YEZHEDNEVNAYA GAZETA 
in Russian 24 Jun 94 p 3 


[Article by Yelena Avdeyeva: “Has the ‘Som’ Become a 
Rainbow Trout’ ] 


[Text] 
A Story of Currencies 


It was a difficult birth. The polemic did not die down for 
almost a year before the introduction of the national 
currency in Kyrgyzstan. Many economists were ardently 
proving that its own monetary unit would end up with a 
complete collapse of the republic economy. The popula- 
tion had an even more negative attitude toward the 
anticipated reform: They were all afraid of worthless 
“fantiks” without any commodity backing and they were 
preparing for all kinds of parallel-shadow circulation of 
the ruble. Taking these panicky-pessimistic attitudes 
into account, the National Bank of Kyrgyzstan con- 
ducted preparations for ‘“som-ization” under conditions 
of the strictest secrecy. Even when it became know that 
a special aircraft had arrived from England with the 
currency that had been ordered—this fact was flatly 
denied. An extremely tense foreign political situation 
developed at the time: Russia, which was putting new 
ruble notes into circulation, was prepared to turn them 
over “for use” in other republics only under the condi- 
tion of complete coordination of the credit-monetary 
policy. Which local financiers regarded as the same old 
centrist dictatorship. And even the International Mone- 
tary Fund recommended very strongly that Kyrgyzstan 
switch to its own monetary unit. The entire scenario for 
conducting the reform—this became known in detail 
only recently—was written out by its experts down to the 
smallest details. In “exchange” for unwavering obser- 
vance of the IMF conditions the National Bank was 
promised a stabilization fund of $85 million to support 
the soms, and received a large part of it—$82 million— 
right away. Therefore President A. Akayev (he 1s the one 
who is called the author of the idea today) insisted. The 
Zhogorku Keneshom—the parliament of Kyrgyzstan— 
resisted at first. But when it was explained that the 
national currency would be the guarantee of complete 
sovereignty—it gave In. 

Soms made their appearance on earth on § May 1993. The 
exchange rate was set at R200 for one “fish.” The denom- 
inations first produced were plain “offsets” worth 1, S. and 
20 soms. The small change—tyyyns—of one, 10. and 
50—were also made of paper. Within a week through 
banking and trade structures the rubles were actively 
withdrawn and after that time their circulation was pro- 
hibited. After that same time the National Bank began to 
hold currency auctions. At the first one it offered volumes 
of $1.5 million and the ratio between the dollar and the 
som was set at 1:4. 


Then, as expected, the som began to fall. During the first 
two months its exchange rate changed smoothly and had 
not yet reached the mark of 5.90 soms per dollar. The 
National Bank artificially held it at this level during July 
and August. At first significant volumes of currency began 
to be withhe!d at interbank trading sessions. 
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M the majority of commercial banks had a debit 
Hi cording to the conditions, were not allowed 
pate mn the auction 
| hange rate, of course, differed significantly 
Michal one, exceeding iby an average of 2 to 2.5 
ind the main exchange operations (som—dollar 
Ha bie) immediately began to be conducted on the 
yverful “black market and its “money-exchange areas.” 
I ociuumed freedom of exchange of currencies 
th h the banks never came to pass. The population was 
greatly and overtly disturbed about the shortage of Russian 


! dollars, and the purchase and sale of real estate 
Vehicles as the most valuable goods, were 


Lact nly in these currencies 
Septer tober 1993 was an extremely critical period 
Kyrgyz currency. The parliament forced the 
) Bank to conduct a credit emission for purchasing 


ii? itural products tin the amount of 40 million soms. 
This ummedtately provoked a sharp leap tn inflation to 30 

exchange rate of the dollar—to 6.50 soms 
‘black market its sales reached 9.80-10 soms, 
nd the Russian rubles “went” during these months for 


Sor 


that the Natronal Bank resorted to a consider- 
in the volumes of currency interventions. As 
f commercial banks unex- 
ourse they could not satisfy 
the demand fully but itturned out to be enough so that by 


a resuit——-the excnange point: 
ctedly started to work. OF | 


the beginning of November the market exchange rate of 


ne dota ld be pushed down to 7 Sto & soms. 
entered the new year, 1994, 
with an official exchange rate of 8.04 for one dollar, thus 
nre {1 {1 yns of IMI experts concerning LOO- 
aluation during this time segment The further 


national curren 


declit he som continued until the middle of March 
ts exchange rate “froze” fora long time at the 12.30 
lolla: mark. During this time the disparity between the 
ket and official exchange rates decreased the most. By 


spring of 1994 inflation in Kyrgyzstan had slowed up, 
in March it was 7.4 percent, and in April—S percent. In 
month the National Bank finally put into 


circulation denominations of 1, 5, 10, and 20 soms of the 
1d wssue—which were already “capital,” with a high 
degree of protection. (The “old” soms were to have been 
ited simultaneously with the new ones until all are 
red) By that time the 12 commercial banks of 
te already freely converting soms into freely 
ONVe! urrency and rubles, 75 currency exchange 
potats were in operation, and the “black” market lost its 
fecisive significance. The dollar deficit was completely 
rated 
\fle ebrating its anniversary the Kyrgyz national cur- 
van to grow rapidly. During May and June the 
follar in relation to it dropped to 11.30 soms—officially, 
and to |2.30—-in parallel in market sales. The balance 
et rd oof the Russian ruble began to drop with 
floating quotations by three to five points each dav. One 
Kazakh tenge was exchanged for 30 and then for 20 tyyyns, 


‘bek sum coupon “moved” only at 2,225 for one 
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ASIA 97 
Phus the currency of Kyrevzstan becas remost Stable an 
Central Asta. Banking specialists toda: plain this by the 
fact that the republic National Bank initia iy rel 
methods, was able to establish cont: the “black 
market. (This was possible primarily beca Of the small 
territory of the republic as a whole, with maximum con 
centration of business activity in the capital) The Natronal 
Bank's general credit-monetary policy hada p e inf) 
ence as well: It strictly curtatled issuan ighout the 
year. As of today the overall money supply tn circulation 
does not exceed 800 million soms in the republic. although 
more than 3 trillion soms are kept in) National Bank 


depositories 


Incidentally, we must not fail to ment 
National Bank of Kyrgyzstan ts legislat lependent 
of the government, but the latter ts openly try io take 
charge of it, thinking about a significant “int INto 
the budget. And in May Kemelbek Nanayey let! post of 
chairman of the board of National Bank. The per who 
actually carried out the process of “som-ization” in prac 
tice took over the post of finance minist ev Ts 
former position to the 34-year-old Marat Sultanoy The 
young banker has stated that he intends to ad] to the 
policy worked out by the National Bank so that the Kyrgy, 
fish’ will become even larger and more noble. | hously 
new currency credit from the IMF will contribute to thr 
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Economic Reform, Foreign Investment Council 
Addresses Problem Issues 

944K 16074 Tashkent PRAT DA VOSTOK A in Russia 
2 Jun 94 pl 


[Unattributed article: “From a Meeting of the Interdepart 
mental Council on Economic Reform. Faterprise. and 
Foreign Investments Under the President of the tl zbek 
Republic’ ] 

[Text] The second meeting of the Interdepartmental 
Council! on Economic Reform. Enterprise id Foreien 


Investment under the President of the Lizbek Republic was 
held on 28 May 1994 in the citv of Tashke 


The meeting was conducted by President the Uzbek 

Republic L.A. Karimov. the chairman of the Interdepart 

mental Council 

The following questions were examined at the 

1. Concerning the progress of the implementation of th 
decrees of the republic government for the furthe 


intensification of economic reforms in agriculture and 
in the development of peasant (farmer) hol 


2. Concerning acceleration of the formation of a securities 
market and the organization of activities of the stock 
exchange 


The following decisions were made on the first question 


1. It was noted that the managers of the nunistries and 
departments of the agr 
Council of Ministers of the Karakalpakstar 
and the oblast administrations [khokimuiat] are con- 
ducting inadequate work in implementing economiu 


industria ymplex, th 
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reorganizations in the agro-industrial complex. A mech 
anism has not been perfected for the management of 
agriculture, its structure remains ineffective as before, 
conservatism has not been overcome, and the wage 
system has not been changed with respect to the condi- 
tions of market relations 


\ radical revision of the work of the banking system ts 
required, especially of the Uzagroprombank, where the 


distribution of credits 1s conducted on the basis of 


subjective factors, and no provision 1s made for timely 
and full repayment of distributed resources 


Cases of arbitrary price setting for the purchase of 
agricultural products have not been eliminated, the 
principle of a contractual foundation is being violated, 
and the freedom of the producers of products 15 not 
guaranteed 


For the purpose of studying economic reforms tn agri- 
culture, developing practical recommendations for 
climinating defects, and accelerating the processes of 
reorganizations in the village, establish a commission 
consisting of 


IKh. Dzhurabekov—first deputy prime munister, 
chairman of the commission 


B.S. Khamidov—deputy prime minister, minister of 


finance of the republic 


VA. Chzhen—deputy prime minister, chairman of 
Goskomimushchestvo [State Committee for the Man- 
agement of State Property] 


B.M. Mustafayev—procurator general of the republic 
\.M. Mardiyev—miunister of justice of the republic 
NK. Kayumov—minuister of agriculture of the republic 


\. Akhadov—chairman of the board of Uzagroprom- 
hank 


Sh.G. Yakhyavev—chairman of Uzteleradio 


N. Yakubov—editor in chief of the newspaper 
KISHLOK KHAKIKATI 


Chairmen of the Council of Ministers of the Republic of 
Karakalpakstan and oblast administrators [khokim]. 


Faking into account the discussions that were held 
luring June of this year, charge the commission with 
taking a trip to the Republic of Karakalpakstan and 
oblasts of the republic to examine the: 


-progress of economic reorganizations, the formation 
of multistructured forms of administering in the 
village, and the regulation of the legal basis of their 
activity: 


system of purchases of agricultural products, the 
organization of activity of production subunits on the 
basis of contracts between the producers of products, 
procurement officials, and the sphere of services; 


activity of the banking system, compliance with 
requirements and statutes in the distribution of allo- 
cated credits, the principles of extending credit, and 
cases of interference of the administrators [khokim] 
of the vayons: 


4 
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development of the infrastructure of the village, the 
supply of seeds, fertilizer, light equipment, and other 
directions of service maintenance to peasant (farmer) 
holdings. 


To instruct the commission on study results to prepare 
an analysis of the status of the implementation of 
economic reforms in the village and to submit appro- 
priate proposals to the republic government 


On the second question of the agenda, the Interdepart- 
mental Council decided: 


tro 


The information of A. M. Abdukadyrov and A.M 
Mariyev, members of the council, concerning work 
accomplished in the republic on the formation of a 
securities market and the organization of the activity of 
the stock exchange, was taken into consideration 


It was recommended to the Cabinet of Ministers of the 
Uzbek Republic: 


—to accelerate the preparation, coordination, and 
expert study of draft normative documents that reg- 
ulate the process of forming a securities market; 


—to employ the practice of submitting very important 
normative documents that define the basic condt- 
tions for regulating a securities market to prominent 
consulting firms for expert findings 


For the purpose of intensive development of the secu- 
rities market, its infrastructure, and also exchange 
activity in securities, Council Members Comrade 
B.S.—Uzbek deputy prime minister and minister of 
finance, and Comrade V.A. Chzhen—deputy prime 
minister and chairman of Goskomimushchestvo, will: 


—submit proposals to the Cabinet of Ministers on the 
establishment under the Ministry of Finance of a 
state committee on securities and the stock exchange 
whose main tasks would be the development of a 
state strategy and tactics for the development and 
regulation of the securities market and monitoring 
the activity of participants in the securities market to 
ensure guarantees for the investor-stockholders. 


—develop a mechanism for the activation of the circu- 
lation, along with state securities, of the securities of 
enterprises, having in mind ensuring conditions for 
their profitability, liquidation, reliability, and popu- 
larity; 


—-send a group of prominent specialists of the Ministry 
of Finance, Goskomimushchestvo, commercial 
banks, and also workers of the republic’s stock 
exchange to the large stock exchanges of the world 
and investment funds to go through a short training 
period 


The Ministry of Justice: 


—will systematize the existing legislative and norma 
tive acts on the regulation of the securities market. 
and it will publish and conduct broad explanatory 
work on their content at enterprises and among the 
population; 
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—jointly with the Ministry of Finance, in accordance 
with legislation concerning enterprises and bank 
ruptcy, will develop and approve a mechanism to 
protect the interests of stockholders of enterprises 
that are incurring losses and that are insolvent 


5. Goskomimushchestvo jointly with Tashkent Economic 
University in a two-week period will submit a proposal 
on a state system of training personnel in the basic 
regulation of a securities market, and in participation in 
a securities market. 


6. Recommend to managers of economic entities, associ- 
ations, and joint-stock companies established on the 
basis of state enterprises: 


—to adopt exhaustive measures to accelcrate the pro- 
cesses of reorganization of closed joint-stock compa- 
nies into open ones on the basis of a revision of the 
share of the state in a charter fund and additional 
emissions of shares for their easy placement on the 
market, in particular on the republic's stock 
exchange: 


—to organize the training of appropriate specialists on 


the republic’s stock exchange and spectal courses of 


the Goskomimushchestvo on the principles of the 
issuance and organization of the circulation of secu- 
rites. 


7. Uzteleradio and other mass media wil! broaden propa- 
ganda on the processes of privatization, the organiza- 
tion of joint-stock companies of the open type, and the 
implementation of economic reforms in the republic in 
general. 


x**k* 


On the recommendation of Comrade I.A. Karimov, Com- 
rade M.Sh. Sharifkhodzhayev—deputy prime minister 
and chairman of Goskomprognozstata [state committee 
for statistical forecasts]—has joined the staff of members 
of the Interdepartmental Council on Economic Reform, 
Enterprise, and Foreign Investments under the President 
of the Uzbek Republic. 


Participating in the work of the Interdepartmental Council 
were E.Kh. Khalilov, acting chairman of the Uzbek 
Supreme Council; A.M. Mutalov, Uzbek prime minister, 
and I.Kh. Dzhurabekov, first deputy prime minister. 
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Uzbek AIDS Prevention Program Launched 


944K 164214 Lashkent NARODNOYE SLOVO 
nm Russian § Jun 94 p 4 


[Article by NARODNOYE SLOVO social correspondent 
B. Rasulov: “To Students—About AIDS: Be Healthy!”] 


[Text] A person, they say, gets used to everything. And it 
seems that this assertion ts true. Take, for example, AIDS. 
Sometimes when you see the figures and the indicators 
there 18 a feeling that people have already stopped seeing in 
this abbreviation an illness which 1s equivalent to a 
plague—a plague of our civilized, emancipated and some- 
times even simply tmmoral age. According to the World 
Health Organization’s data. at the beginning of this year, 
there were 851,632 persons registered as sick from AIDS 
In the CIS countries, 1.611 persons have been infected 
with AIDS and 271 are all from it. Unfortunately, these 
Statistics have not bypassed even our republic: We have six 
persons who have been infected with AIDS and two have 
already died from it 


And this 1s despite the fact that, in our republic, for the 
purpose of preventing and combating AIDS, we came out 
with the Law on the Prevention of the AIDS Disease and a 
republic-wide long-term program, intended to last up to 
the year 2000, has been drawn up and approved for the 
prevention of this illness. Pointed to in these documents 15 
the intensification of the work on increasing the medical 
and hygienic education of the population, especially of the 
younger generation, on matters relating to the prevention 
of AIDS. In particular, seminars are being conducted for 
the students of the vocational and technical schools [PTU], 
in which representatives of the oblast’s Zdorovye [Health] 
Center, the internal affairs administration and the voca- 
tional and technica: education service of Tashkent Oblast 
are participating. 


Such meetings have already taken place in the PTUs of the 
Kibray, Parkent. Yangivul and Akkurgan rayons and in the 
light industry lyceum of the city of Chirchik 


Documentary films on the prevention of AIDS are being 
shown at the seminars 


The workers of the Tashkent Oblast Center for Preventing 
and Combating AIDS are proposing that similar seminars 
encompass both the secondary schools and other educa- 
tional institutions 
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Report on Current Economic Situation 


944K 1659A Yerevan RESPUBLIKA ARMENIYA 
in Russian S Jul 94 p 1 


[Article by Ashot Aramyan under the rubric “Economics 
Week”: “Artificial and Natural. The Situation Contains 
Dangerous Internal Tension’’} 


[Excerpt] Last week the exchange rate between the dram 
and the “hard” currencies continued to rise, slowly but 
surely. But that 1s nothing spectial...it is gratifying since it 1s 
quite clear that the process is dictated not by the free 
influence of the market, by the relationship between 
supply and demand, but largely—artificially. One need not 
be an economist to understand that if inflationary pro- 
cesses are occurring 1n the republic, the dram simply 
cannot grow stronger naturally. True, the inflation level in 
Armenia has dropped considerably in recent months, but it 
still exists! Is there any need to say that such a situation, in 
the first place, will explode from within sooner or later, 
and, in the second place, the decline of the dollar and the 
ruble will deal a serious blow to enterprises that export 
Armenian products. Under current conditions the most 
natural and normal phenomenon 1n the country’s currency 
market would be a smooth reduction of the exchange rate 
of the national currency, as has been taking place during 
the past several months, with small exceptions, with the 
ratio between the Russian ruble and the American dollar. 


The abnormal relations in the currency market largely 
condition the behavior of prices on the consumer market 
as well. The situation in general remains stable here but a 
number of goods are seeing spu “taneous sharp price move- 
ments up and down. Thus the recent leap of gasoline prices 
(for a 20-liter can) to 4,800 drams in subsequent days led 
to stabilization of the price of gasoline at the level of 
4,200-4.400 drams. The price of sugar (1 kg), after leaping 
from 240 drams to 350 drams, has now stabilized at the 
280-300 dram mark. Butter costs 800-900 drams in the 
republic capital. The reduction of prices of fruit and 
vegetable prices stopped suddenly, and certain products 
are even becoming 10-15 percent more expensive. A carton 
of eggs now costs 550-630 drams. 


On | July there was trading at the official interbank 
auction of the Yerevan Stock Exchange. Of the 39 banks 
that signed the interbank agreement with the Central Bank 
and the Yerevan Stock Exchange, 23 participated. The 
average exchange rate for the sale of the cash dram in 
relation to the cash U.S. dollar was not established in the 
trading since there were no buyers for the $2,000 offered 
for sale. For “‘noncash” the average exchange rate was 
308.93 crams for one dollar. The average exchange rate for 
sale of the cash dram with respect to the cash ruble of the 
Russian Federation was not established either because of 
the absence of such lots. The ‘“noncash” dram and the 
‘“noncash” ruble “came to terms” at the level of 160.22 
drams for |,000 Russian Federation rubles. 


There was nobody who wanted to acquire noncash Ukrai- 
nian karbovantsy for noncash drams either, although 
5.000 noncash French francs were sold at 54 noncash 
drams for one franc and 5,000 noncash German marks 
were sold at for 195 noncash for one mark. 


FBIS-USR-94-073 
11 July 1994 


Credit resources were not offered for trading at the Yer- 
evan Stock Exchange. The credit resources auction was 
held on 30 June in the Central Bank of the Republic of 
Armenia and eight banks participated. Lots for a total of 
168 million drams were offered and 73 million were sold. 
Let us note that the Central Bank still has no intention of 
lowering the credit rate, which remains at the level of 360 
percent per annum as before. [passage omitted] 


AZERBAIJAN 


British Telecom Links Baku, London 


944K 653A Baku BAKINSKIY RABOCHITY 
in Russian S Jul 94 p 1 


[Article by Mikhail Panin: “Even London Has Come 


Closer’’} 


[Text] From now on two capitals of sovereign states— 
Baku and London—will be connected by the direct line of 
a Satellite telephone link. Installed in the new television 
tower in Baku, the system provides reliable communica- 
tion with Great Britain and will become one of the main 
factors in developir™ cooperation between the two coun- 
tries in all areas. 


As Siruz Abbasbeyli, republic minister of communica- 
tions, said at the opening ceremonies, the direct telephone 
link 1s supported by a ground system installed in Baku by 
the English company British Telecom. which concluded a 
contract with our ministry. 


Paul Faks [name as transliterated]. charge d’affaires in the 
British Embassy in Azerbaijan, who spoke next, noted that 
the system installed in Baku provides reliable and up- 
to-date communication between Great Britain and Azer- 
baijan and will become quite an important factor in 
development of cooperation between the two states. 


Geydar Aliyev, president of Azerbaijan, who addressed 
those attending the ceremonies, stressed that up-to-date 
means of communication afford the possibility of strength- 
ening Azerbayjan’s political and economic independence. 
He listed as a great achievement the work done by the 
communications ministry jointly with their colleagues 
from British Telecom and the Italian company Telespasio, 
which 1s also completing adjustment of direct communt- 
cation between Baku and Rome. Geydar Aliyev empha- 
sized that the present event occurred thanks to the agree- 
ments reached during negotiations in London with British 
Prime Minister John Mayor, and it is evidence that Azer- 
baijan’s friendly relations with foreign countries will con- 
tinue to develop on principles of mutual benefit. 


Following the ceremony, there was a direct telephone 
conversation between President Geydar Aliyev and Dou- 
glas Hurd, minister of foreign and Commonwealth affairs 
of Great Britain. 


The ceremonies were attended by Suret Guseynov, Azer- 
baijan prime minister, members of his cabinet, Makhmud 
Al-Said, permanent UN representative in Azerbaijan, and 
ambassadors of foreign states accredited in Baku. 
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Aliyev on Difficulties of Holding Office 


Y44K 160504 Baku BAKINSKIY RABOCTILY 
in Russian § Jul 94 p 


{Interview with President of Azerbayyan Geydar Aliyev by 
UTRO ROSSII editor in chief Yurty Belyavskty, reprinted 
from UTRO ROSSI, 30 Jun-6 Jul 94, under the rubric 


‘Reprint’; place and date not given: “ ‘The Main Task of 


My Life Is To Give the Azeri People a Dignified and Just 
Peace.” UTRO ROSSI editor in chief Yurty Belyavskty 
Talks to President of Azerbaijan Geydar Aliyev” ] 


| Text| Itis hot in Baku. The beaches of the Caspian Sea are 
filled with vacationers. There are no spare seats in the tea 
houses; the bazaars exhibit traditional oriental abundance 
and a mix of colors that are quite affordable for people with 
average incomes. The city is quiet; there is no oppressive 
fecling of a war going on. However, the war goes on and is 
present in the conversations of Baku residents, the morose 
gave of refugees, and the tense, pulsating rhythm at the 
president's residence.... 


[Belyavskiy] Gey dar Aliyevich, when you regained leader- 
ship in Azerbaijan one year ago, you apparently assessed 
the difficulties that you were going to encounter. Has the 
past year borne out your personal prediction? 


[Aliyev] You see, | am a man who ts no longer young and 
has had sufficient experience in life; for this reason, I do 
not need power for the sake of power. As long as 20 years 
ago, I was, as they say, sick and tired of all the superficial 
attributes of power that are so attractive to new-wave 
politicians. Incidentally, 14 July will be my “personal day 
of taking the Bastille’’-—precisely one-quarter of a century 
from the day on which I came to head Azerbatjan. To be 
sure, there was a break of 10 years: | worked in Moscow. 
However, all of this 1s widely known, and itis hardly worth 
discussing at present. Frankly, after 1987 I did not intend 
to resume an active political life. Usually | do not change 
my decisions; therefore, very serious reasons that com- 
pelled me to revise this position had to appear. 


[Belvavskiy] Did thev? 


[Aliyev] Of course. First of all, ] was shaken upon returning 
to Azerbaijan and seeing for myself what all of those 
vezirovs and mutalibovs were doing to my Motherland and 
my people. As 1 departed for Moscow in 1982, I had left the 
national economy of Azerbaijan in a very decent condition. 
At the time of my return, an obvious and purposeful 
lisorganization of a rich and self-sufficient republic went on 
1 front of everyone. Perhaps I should have intervened and 
raised my voice right then; however, the situation turned 
out to be exceptionally difficult for me. This had to do with 
the fact that both the Moscow and Baku leadership of that 
time were in mortal fear of my returning and had done 
everything to prevent this. When I first came to Baku after 
my resignation in Moscow, it turned out that in this city 
there was just no place for me to live. (Please note that this 
is about a man under whose leadership at a minimum 
one-half of the present-day Baku was built—Ed.). They did 
not let me speak publicly, either. Mutalibov went so far as to 
forbid me to show up in Baku; when I decided to fly in 
anyway, the man who went to the airport to meet me was 
simply killed. That ts to say, in addition to an enormous 
crime against the people, a great many dirty tricks were 
played on me personally. This ts to say nothing about the 
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anti-Alivev campaign that was mounted by the mass media. 
| was prepared for a stream of lies and slander, Yet all 
manner of petty dirty tricks appeared very strange to me; it 
was much too incongruent with my notion of what the 
leaders of the republic should do and how. Besides, all of 
this originated with the people who ended up in big-time 
politics solely due to my tutelage. 


[Belyavskiy] However, you had apparently known them 
for what they were earlier? 


[Aityev] Alas. Incidentally, this was one of the reasons 
(although not the foremost one) for my return to politics. | 
could not shed the feeling of personal guilt for these people 
ending up in power due to circumstances which had 
developed in a certain way. At present, all of my efforts are 
aimed at undoing the damage they did to Azerbaijan. 


[Belyavskiy] This applies to Vezirov and Mutalibov. How- 
ever, aS far as I know, Elchibey never had anyth'ng to do 
with the Soviet nomenklatura.... 


[Aliyev] Of course. He was a quite different person— 
honest, decent, and if you will, unfortunate in his own way, 
a person who ata certain point ended up as a hostage of his 
entourage and put his shoulder, perhaps against his will, to 
the burden of power which was too much for him. He was 
not ready to govern the republic; he had a poor idea of 
what it was about. This ts what I see as his misfortune; 
there are no reasons to doubt his personal sincerity and 
integrity. In the past, our paths had crossed only once. 
Incidentally, he might be unaware of this to this day. In 
1975, they reported to me that several so-called anti- 
Soviets had been arrested in Baku. Abulfaz Elchibey was 
among them. I asked that they report to me the circum- 
stances of the case and, having ascertained that these 
people had committed no crime, advised the head of the 
republic KGB at that time to not blow the case out of 
proportion. He heeded my advice, and everything ended 
relatively well for Elchibey and his associates. Even now I 
treat the former president with respect. I consider the 
village in Nakhichevan, where he lives, to be an inviolable 
zone. A while ago, an attempt on my life was prepared in 
Baku. In the process of investigation, 1t came out that 
Elchibey’s cousin, who fled to that particular village in 
Nakhichevan, was involved in the attempt. I asked that no 
attempt be made to capture him there by force. I would 
very much like to not inconvenience Abulfaz Elchibey; he 
does not deserve it. 


[Belyavskiy] What was the main reason for your decision 
to return to power in Azerbaijan after all? 


[Aliyev] The events in the spring and summer of last year. 
When I saw that a real civil war was beginning, when I 
heard that yet another adventurer had already gone so far 
as to proclaim the creation of a Talysh Republic, unknown 
to anyone, when I became ultimately convinced that my 
Motherland could split into pieces, | understood that 1t was 
time to restore order. The people demanded this, and my 
understanding of my personal duty to the country also 
demanded this. At the time, President Elchibey and Par- 
liament Chairman Isa Gambarov kept calling me several 
times a day. i hey were quite concerned about the turn of 
events and insistently asked me to come to Baku. Ulti- 
mately, I came, and we succeeded in avoiding the worst—a 
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civil war and the disintegration of the republic. Such is the 
bret prologue. Going back to the beginning of our conver- 
sation, I can say that this year has turned out to be even 
more difficult than | had expected 


[Belyavskiy} Specifically how was this manifested? 


[Aliyev] Primarily in the fact that, while | work 18 hours a 
day, so far | have sull failed to find time to seriously work 
on the economy. The war and everything that goes with it 
claims all my time and energy. Meanwhile, we have to 
work on the economy. Old links have been destroyed: new 
links, in essence, have not been established. A country with 
the national economic potential of Avzerbayan simply does 
not have the right to not participate in the world economic 
process. A traditional segment of the world market exists 
which 1s very advantageous for us—Russia and the CIS 
countries. Itis simply unwise to let go of this segment while 
trving to reorient ourselves on an emergency basis. For 
relations to exist O1 an equa! footing and be mutually 
advantageous, we cannot tall behind in the process of 
economic reforms. Partners with equal rights have a duty 
to speak the same economic language. A package of 
economic laws has now been submitted to the parliament 
of Azerbaijan, but I perceive an acute shortage of skilled 
young economic cadres who would be able to carry out 
these retorms 


[Belyay skty] | heretore 
its own? 


will Azerbaijan need a Gaydar of 


[Aliyev] I think that Azerbaijan will need four Gaydars to 
get the economy moving in the reght direction. 


[Belyavskiy] At present. the Turkish model of economic 
development evokes tremendous interest in most Muslim 
republics of the former USSR. What is your view of this? 


[Aliyev] We have traditionally good relations both with the 
Turkish people and the leadership of the Turkish Republic. 
Of course, the example of a prosperous secular state 1s quite 
attractive. However, I think that we cannot and must not 
replicate the Turkish development model. Azerbayan is 
another country with a different national historic experi- 
ence. It ts not ruled out that the experience of economic 
reforms in Russia, no matter how difficult and equivocal it 
is, may be of a considerably greater use to us 


[Belyavskiy] Incidentally, about the cadres which, as it was 
announced at one time, “determine everything.” Since the 
old, still Soviet times, you have had the image of a “stern” 
leader who is capable of radical cadre decisions. However, 
during the year you have not only managed to do without 
any reprisals, but have even failed to make substantial 
reassignments in the leadership of the republic. What 1s the 
explanation for this? 


[Aliyev] Indeed, many people were afraid that Aliyes 
would come back and begin to take revenge, that “heads 
would roll.’ and that a cadre reshuffling would begin. I can 
state officially that the feeling of revenge 1s not a feeling 
that the leader of a country going through one of the most 
difficult periods in its history should experience. More- 
over. I insist that at such moments tn history all who really 
love their country rather than just talk about such love are 
simply duty-bound to forget about personal likes and 
dislikes in order to unite in useful activities for the benefit 
of the Motherland. I have firmly stated my adherence to 
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the principles of democratic development and do not 
intend to abandon these principles. 


[Belyavskiy] What has been your relationship with the 
opposition? 


[Aliyev] It has varied. However, Azerbaijan is a demo- 
cratic country, and the opposition has the right to express 
and defend its views. It is another matter that this should 
be done within the framework of legislation in effect, 
without doing 4>mage to the country and the people. | 
sincerely count — national and state interests being suffi- 
ciently dear to our Oppositionists, and on their being able 
to put these interests ahead of personal ambitions. If it 
happens precisely this way, everything wall be all right. 


|Belyavskiy] The war has been going on for six years. The 
opposing side has occupied about 20 percent of the terr- 
tory of your republic. Tens of thousands of people have 
died; more than | million people have lost their native 
hearths and turned into refugees. What next? 


[Aliyev] We were not the ones to start this war. I am 
certain that at one time 1t could have very well been 
averted, but why talk about it now? At present, Azerbayjan 
is fighting a war to preserve its territorial integrity. The 
national army has been structured, and its potential 1s 
adequate. However, for all of this year I have searched and 
continue to search for political ways to stop combat 
actions. Undoubtedly, this 1s a dead-end war, and we 
would like to believe that not only we understand this but 
our adversaries, too. We want a just peace. Armenian 
troops should vacate all Azerbaijani territories, with the 
exception of Nagorno-Karabakh. Following this, a regular 
negotiating process with regard to the status of Karabakh ts 
possible. I think that these conditions are quite acceptable. 
There has been some movement. Fire ceased effective 10 
May. Active negotiations with the participation of the 
Minsk Group and the Conference on Security and 
Cooperation in Europe are under way. 


[Belyavskiy] What is your attitude toward the idea of 
buffer forces? 


fAlivev] For now, negotiations are under way, and there 1s 
no common position as to this. The Conference on Security 
and Cooperation in Europe ts talking about observers, while 
Russia is talking about the CIS peacekeeping forces. Of 
course, someone has to be a guarantor of compliance with 
the agreement. I think that these should be, after all, 
servicemen acting under the aegis of international organi- 
zations. The Karabakh war is the first and the longest 
interethnic conflict in the territory of the former Soviet 
Union. Unfortunately, this conflict has become a prototype 
for many conflicts that have followed. Therefore, the Kara- 
bakh war should also be ended according to a classical 
pattern which has been established in international practice. 


[Belyavskiy] I recently read approximately the following 
passage in a Moscow newspaper: Aliyev 1s against bringing 
in Russian peacekeeping units, because he does not trust 
Yeltsin, with whom he had a poor relationship since as far 
back as Gorbachev's Politburo. How justified is this 
assertion? 


[Aliyev] It 1s just some kind of baloney. I wil’ take the 
liberty of observing that, to put it mildly, a lot of unveri- 
fied and often patently deceptive information ts found in 











FBIS-USR-94-073 
il July 1994 


the mass media among what | happen to read and hear 
concerning Azerbayan. One gets the impression that 
someone 1s purposely trying to form a negative image of 
the Azeri people and our republic. Meanwhile, Azerbayan 
still remains a multinational country. There have been no 
cases of violence against Russians residing in our republic, 
and I am certain there will be none. Incidentally, during 
the presidential election I was nominated as a candidate by 
the three religious denominations that exist here: Muslim, 
Christian, and Judean. 


As far as relations with Boris Nikolayevich Yeltsin are 
concerned, they are quite benevolent and productive. As 
far as Gorbachev's Politburo 1s concerned. At the famous 
October (1987) plenum of the Central Committee, at 
which, in essence, Yeltsin’s party fate was decided, all 
members of the Politburo at the time spoke up about him, 
with the exception of Aliyev. It was precisely at this 
plenum that my resignation as a Politburo member was 
accepted. I quit the CPSU in the summer of 1991, a month 


and a half before the August putsch. [Belyavsk1y] Out of 


the current three leaders of Transcaucasia, only one, Levon 
ler-Petrosyan, remains who was swept into power on the 
crest of Gorbachev's perestroyka. Does it seem to you that 
a change 1n political leadership in Armenia could facilitate 
a more successful settlement of the Karabakh conflict? 


[Aliyev] No, 1t does not seem so to me. I have personal 
experience in contacts with L. Ter-Petrosyan. He 1s a quite 
realistic, pragmatic politician with whom it 1s possible to 
negotiate and come to an agreement. If it 1s proper to 
discuss my wishes here, I would like to sign a peace treaty 
specifically with this man 


[Belyavskiy] Geydar Aliyevich, you have lived a long, 
intensive, and interesting life. What do you consider to be 
your most important accomplishment? 


[Aliyev] You know, my personal circumstances are such 
that there is simply no time left for reflecting on what | 
have lived through. I see the main task of my life to be in 
giving the Azeri people a dignified and just peace. | am 
certain that | will be able to ensure this. 


Hard Currency Market Activity Intensifies 

O44K 16584 Baku VYSHKA in Russian 2 Jul 94 p 3 
[Article by A. Gamedov under the rubric “Foreign 
Currency Review”: ““Manats Are Actively Exchanged for 
Rubles’ 


[Text] Azerbaijan's foreign currency market 1s very 
dynamic; it 1s boiling over with passions, hidden hopes, 
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and speculative waiting. On the whole, the situation 1s 
what it 1s expected to be in an economy that 1s not only 
skidding but actually sliding backwards. Actually, the crisis 
phenomena have an effect not only on the correlation of 
various foreign currencies’ exchange rates, but on popular 
psychology as well. Therefore, the situation in the foreign 
currency market 1s unpredictable 


Nevertheless, it 1s developing confidently and fast, 
expanding the field of activities, increasing the volume of 
sales of monetary means of different countries. 


According to the republic’s National Bank, which is 
responsible for forming the exchange rate of manat, cur- 
rently 108 banks have been licensed to conduct foreign 
currency operations both on the territory of Azerbaiyan 
and in other countries. 


Over the elapsed half year, the International Bank of 
Azerbaijan [MBA] has entered another sphere— 
exchanging manats for Russian currency. This required 
some preparation: Accumulation of ruble reserves have 
been under way since April. Approx’ mately over a period 
of a month, the bank purchased large amounts of rubles 
from individuals for manats and, in April, began to sell 
them. 


Currently, MBA’s reserves amount to R30 million. At the 
same time, the bank exchanged R20 million for manats to 
clients. So the ruble has become the most widely used and 
popular foreign currency; republic residents’ trips to 
Russia became perceptibly more frequent. By the way, the 
exchange procedure has been simplified to the utmost: All 
one has to do 1s show at the bank the passport with the 
state seal of the former USSR. 

There ts another relief. Simultaneously with the exchange 
of Russian currency, the MBA issues a permission to take 
it cut of Azerbayan. Since | July, the bank set the 
following exchange rate: The MBA buys R100 for 48.4 
manats and sells for 52.1 manats. 


And, what 1s the situation with respect to the main world 
currency—the dollar? The bank currently buys it at 980 
manats, and sells for 1,010 manats. 


Since the beginning of the year, the MBA sold a very 
substantial amount of foreign currency—worth almost 1.1 
billion manats. This 1s the data for only one bank, but it 
already provides an indicator of how intensively our 
foreign currency market operates. 

Specialists believe that, by the beginning of July, the dollar 
exchange rate has stabilized. Its selling rate has not 
changed in two weeks. But. it appears to be a calm before 
a storm—we should expect further rises in the U.S. dollar 
exchange rate. 
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Azeris Polled on Emigration Motivations 
944K 16264 Baku GUNAY in Russian 29 Jun 94 p 1 


[Report of the An Ekspress-Opros Information- 
Sociological Service under the rubric “Your Opinion”: “In 
Search of Heavenly Life’’] 


{ Text] The sociological survey was conducted between 11 
and 16 June of this year in Baku among persons leaving 
permanently to become residents of other states. The 
respondent sample was selected taking into account 
gender, age, family size, social status, financial situation, 
and other factors. A total! of 377 persons were interviewed. 





I. When did you start thinking about leaving the republic? 


a) relatively recently, when the standard of | 53.7 percent 


living in the republic dec ined 


b) quite a while ago, but cept hesitating 


36 2 percent 
0.1 percent 


not remember 


c) de 


Il. What is the main reason for your emigration? 


12.4 percent 


a) searching for better lif 


b) worsened economic situation tn th 30.4 percent 
republhi 


25.3 percent 


— ———4-— 


and political instability 





Cc) socioeconornt 


caused by war 





d) simply returning to the “land of the fore- 11.2 percent 
fathers 
— EE 


c) cannot define precisely reason for leaving 


10.7 percent 





f) cannot find application for my abilities 10.0 percent 


Bene Eeverere saci 


III. De you think you may return? 
a) most likely not 4().2 percent 


24.1 percent 
35.7 percent 


b) yes 


c) do not know 





It came out in the course of the survey that, over the past 
few months, the number of those wishing to leave perma- 
nently for Russia has increased. A majority of them are 
women (58.4 percent of the respondents). The age of this 
group 1s mainly between 38 and 70 years (65.2 percent) 
The number of members of scientific intelligentsia, among 
whom are families of non-Russian or mixed origin, 1s 
growing relatively fast. 


Male members of the intelligentsia (37.1 percent) between 
45 and 60 years old explain their intent to leave the 
republic by an extremely low level of financing for sci- 
ences, as well as low demand for “brains.” In the respon- 
dents’ opinion, this is the main motivation for leaving. The 
share of pensioners among those leaving 1s very high (65.2 
percent). Pension_rs themselves—Russian-speaking, of 
course—are confident that the level of social protection in 
Russia is higher by several orders of magnitude than in 
Azerbaijan. 


The picture with respect to those leaving permanently for 
Israel looks simpler and more optimistic. After the reset- 
tlement boom of 1990-1993, the number of those 
intending to leave Azerbayan declined somewhat. Overall, 
the factors promoting emigration there are the high level of 
social guarantees and the ideological work on the part of 
Israel through its official agencies stemming from the 
implementation of Israel’s most important state task: to 
attract a maximum number of Jews into the repatriation 
programs of that country. By the way, the number of young 
people 17 to 30 years old who wish to leave permanently 
for Israel is increasing (67.7 percent). Among people 35 to 
50 years old leaving for Israel, the overwhelming majority 
are skilled specialists with secondary vocational or higher 
education. 


In our calculation, as a result of mass emigration from 
Azerbaijan, the republic 1s losing at least 47 percent of 
skilled specialists and about 20 percent of science per- 
sonnel. There is an opinion that the only way to stem the 
stream of emigration is to raise the level of financing for 
scientific research, create conditions for social protection 
of the population, and make the system of material incen- 
tives more flexible and modern 
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GEORGIA 


State of the Economy Assessed 
944K 1660A Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 5 Jul 94 p 4 


[Article by Amiran Mgeladze: “Georgia: An Experiment in 
Survival. No Time Limit’’] 


[Text] It has been noted a long time ago that there is no 
convenient time for reforms: There is only a desperate, and 
sometimes critical, situation. Judging by all signs, such a 
situation finally is ripe in Georgia and resembles the 
proverbial grapes of wrath, ready to spill in an outpour that 
will be far from a blessing for the authorities. And, what 
can one expect when prices in the state and cooperative 
trade sector—it is best to not even mention farmers’ 
market—rose over the year on average 300-fold. They rose 
especially with respect to meat and poultry—950-fold, 
cheese—1,000-fold, fish—1,057-fold, potatoes— 
1,291-fold, vegetables—3,742-fold, and eggs—!,216-fold. 
Over just one month, from April to May, food prices rose 
by 82.4 percent. At the same time, the minimum wage 
recalculated into U.S. dol! ir comprised 5.3 cents, and into 
the Russian currency—R100. Meanwhile, the cost of the 
minimum per capita consumer basket approached 50 
million coupons (RI equals 500 coupons); an average 
family needs for a very modest existence an aggregate 
monthly income of 100 million coupons. Besides, even the 
symbolic salary and pensions are not paid on time. Having 
decided to tightca the financial policy, the government, 
judging by everything, as usual started with the population, 
delaying the pay for two to three months. 


An unexpected scandal broke out when the press made 
public the results of a survey of parliament members, who 
were simply asked to tell the size of their salary and how 
they manage to make ends meet. Most deputies simply did 
not know, and some in their naivete shared that friends 
help them to get by. Naturally, it remained unknown who 
these generous friends are and why they have such ample 
resources. 


The system of labor remuneration is virtually absent in the 
country altogether, at least in the state sector. Looking 
from a broader angle, so is the monetary system as such. 
The coupon, squeezed by the dollar and the ruble, exists 
only in the sphere of st arse municipal services. Efforts to 
get production going still are failing. Naturally, nobody 
any longer seriously and honestly counts the unemployed. 
Actually, independent experts name the figure of 1.5 
million. Instead, arguments are raging as to what comes 
first—the financial and credit system or production. Nei- 
ther are the peasants in a hurry to work the land they 
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received, being—and with good reason—very distrustful 
of the state, which outlined their ownership and inherit- 
ance rights very vaguely. 


Despite numerous government decisions and decrees 
clearing the road for privatization, things move slowly. 
And, not only because the bankrupt state only recently 
scraped up the amount in hard currency needed to print 
the vouchers. The bureaucratic and economic elite makes 
its own corrections. It 1s to a large extent through its efforts 
that the comprehensive inventory of state property cannot 
get completed. Privatization measures are openly ham- 
pered; the data on the nomenclature and volume of output 
and services produced are concealed. Auctions and bids 
are sabotaged. Moreover, the criminal world—which the 
officials in this case bashfully call ‘‘various groups,” 
“armed organizations, and so on—openly got into priva- 
tization. Armed gangsters calmly show up right at the 
auctions and direct them. For instance, at the latest 
auction held in Tbilisi, 15 entities were privatized by 
collectives, but very soon at six of them employees gave up 
their rights under pressure. It came to a point that it was 
decided for now not to hold auctions and bids at all. 
Despite the fact that this added another serious hole in the 
State budget, which 1s hopelessly in the red. More than 900 
large enterprises in the republic are subject to mandatory 
conversion to joint-stock holding, but currently only 33— 
and according to alternative sources 15—yoint-stock soci- 
eties are registered. Exchange trading has withered away. 
At the recent congress of representatives of private busi- 
ness, an indicative fact was mentioned: Over the past 
months, |1 different organizations have audited the Cau- 
casus exchange, the largest in the republic and only 
recently flourishing. As a result, none of the several tens of 
registered exchanges currently operate. 


Establishing a customs regime turned out a real disaster for 
Georgia. By admission of the highest-ranking officials, all 
customs without exception ended up controlled by the 
most powerfu! mafiosi groups to whom nobody can stand 
up at this point. Something similar is happening with 
export operations. 


Having tasted the hacchanalia of rampant iawlessness, a 
considerable part of the population fled; others, not having 
such opportunities, turned into small merchants, jobbers, 
and carpetbaggers, obediently paying tribute to state and 
criminal racketeers. The rest have a choice: to die out or 
demonstrate their will to live by fighting for humanitarian 
rations. But here, too, organized crime emplaced itself 
comfortably in distribution. Enough reasons to despair. 


Meanwhile, the Georgian parliament began to discuss the 
draft budget... for the second quarter of the current year. 
And in most serious context. For instance, like this: 
“Budget is the main law of the covntry” or “the state 
cannot live without a budget.” Regarding the latter, 
though, they should make up their mind. Either it can after 
all, or in fact it does not live. 
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LATVIA 


Ambassador Peters on Troops Withdrawal 
Agreement, Citizenship Law 

Y44K 15794 Moscow MOSKOVSAIYE NOVOSTI 
in Russian No 23, 8-12 Jun ¥4 p Al0 


[Interview with Janis Peters, Latvian ambassador to 
Kussia, by D. Kulagina; place and date not given: 
“Compromise Between Provincialism and Excess”’] 


| Text} Well-known poet Janis Peters, ambassador of Latvia 
to Russia, chats with Darya Kulagina, 2 MOSKOVSKIYE 
NOVOSTI correspondent. 


{Kulagina] Mr. Ambassador, what is the essence of the 
compromise in the recently signed agreement regarding the 
withdrawal of Russian troops from Latvia? 


{Peters} It 1s embodied in the wish of the Government of 
Latvia to move away from isolationism, which affects 
smaller countries if they do not heed the opinion of the 
world community. The essence of the compromise made 
by Russian diplomacy consists in the fact that tn the 
package of documents signed on 30 April, the Russian 
leadership distances itself from those forces that are pro- 
moting imperial claims to eternal subordination of Latvia. 
This 1s a compromise between isolationist provincialism 
and great-power excess. Leaders of Russia and Latvia, by 
signing difficult documents, proved that they understand 
what year and what world it 1s we are living in. 


[Kulagina] Why are so many tn Latvia opposed to social 
guarantees for Russian military pensioners? 


[Peters] The problem ts not so much the Russian pen- 
sioners as the fact that citizens of Latvia are afraid of the 
possible unwillingness of former military personnel io 
recognize the independence of our country. After all, 
during the Soviet period a certain number of these indi- 
viduals behaved tn a provocative manner toward Latvia, 
enjoying privileges. and frequently even hating the 
republic. At one time these people were sent in from other 
places. They viewed Latvia, Lithuania, and Estonia as 
territory of a Baltic military district, which for unfathom- 
able reasons was still inhabited by some people. Presently 
everything depends on the military pensioners themselves: 
Will they want to become simply residents of Latvia or not. 
The intergovernmental agreement guarantees them the 
right to human life. Of course I attribute all of the 
above-mentioned reprimands to the regime that crippled 
the thinking of many. 


{[Kulagina] By the way, issues connected with citizenship 
have receded into the background. At the same time, draft 
legislation on citizenship was recently submitted for con- 
sideration by the Saeima. What are its principal points? 


[Peters] In accordance with the draft, the residence 
requirement necessary for acquisition of citizenship will be 
determined. It will be a period of five years, prior to 4 May 
1990, when the Declaration on Restoration of Indepen- 
dence was adopted, or prior to 21 August 1991, when the 
parliament voted on the draft on state independence. The 
date 1s yet to be determined, but I assume that the second 
position will be the one adopted. The draft contains a 
requirement calling for a certain command of the state 
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language, that is, the Latvian language. The order of 
gradual annual naturalization of residents of Latvia will 
also be established. 


{Kulagina] Riga is expressing apprehensions that the pres- 
ence of a Russian military radar station on the territory of 
Latvia at Skrunda will prevent integration of Latvia in 
Europe. 


[Peters] The heads of leading Western countries, as well as 
our neighbors in the Baltic region, repeatedly assured us 
that the presence of the radar station at Skrunda for 
another four years and 18 months, during the period of its 
disassembly, will not be regarded as limiting the state 
sovereignty of Latvia. I do not believe that Mr. Carl Bildt, 
the prime minister of Sweden, would risk deceiving us in 
that regard. If he or someone else does so, he will have to 
take into consideration the threat to his political career. 
We are needed by Europe and the world as a country 
conducting a policy of good neighborly relations with 
Russia. 


[Kulagina] The package of agreements, however, was ini- 
trialed by the parties as long ago as 15 March, but its signing 
was placed in doubt and almost canceled. Why? 


[Peters] A large part of our society considers the compro- 
mise that was reached during the negotiations to be unac- 
ceptable. Opposition in parliament is highly influential. 
The government cannot ignore it since, after all, it repre- 
sents a certain portion of the citizens of our country. That 
is why such a pause occurred prior to the signing of the 
documents. During that pause, Latvia sought and found 
additional support among European countnes. 


{Kulagina] Did Latvia become economically independent 
from the former USSR? 


[Peters] No, it did not, just as Russia did not become 
independent from Latvia. You also need us very much. 
Just look who ts flying on the Moscow—Riga and Riga— 
Moscow airline routes. Are they not Russian businessmen 
and Latvian businessmen as well? This is not dependence, 
it is a partnership. We need your market and raw mate- 
rials, while you need our ports, highways, even our air and 
the sand on the Gulf of Riga beaches. 


{Kulagina] Certain experts assume that the stability of the 
lat and the steady rise in its exchange rate with relation to 
the dollar are conditioned primarily by the fact that Latvia 
is a financial intermediary for Russia and the CIS, as well 
as for the West. Do you agree with that? 


[Peters] Partly. After all, we are a bridge. But I would like 
to add another point, which is that the Bank of Latvia 1s 
not subordinated to anyone. Mr. Repse, president of the 
Bank of Latvia, is showing a lot of character: He conducts 
an independent monetary policy and will not turn on the 
presses even if the prime minister or the president get 
down on their knees before him. 


[Kulagina] You were mentioned for president and prime 
minister, and recently there has been talk that Janis Peters 
may soon be seen occupying the post of minister of foreign 
affairs. 


[Peters] I am accustomed to hearing voices offering me 
various posts. Personally, however, I love the kind of work 
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that yields perceptible results, In the post of ambassador | 
find such satisiaction in. my work 


LITHUANIA 


Vilnius Rayon Council Votes for Language Law 
Exceptions 

Y44K I SSSA Vilnius LIETUVOS AIDAS in Lithuanian 
Y Jun Yd pp 3 


[Article by Juozas Glinskis: “O That State Language... The 
Question of the Observation of the Law on the State 
Language Was Discussed at the Session of the Vilnius 
Rayon Council” ] 


| Text} Attention was drawn to the fact that only two of the 
deputies who spoke from the auditorium needed an inter- 
preter into the Lithuanian language. All of the others, the 
Poles and the Russians (and, of course, | won't even 
mention the Lithuanians), spoke in a rather fluent, and 
some even ina correct Lithuanian language. Remembering 
the still rather recent times, when only Russian was spoken 
in the same auditorium, and later an attempt was made to 
speak Polish only, it becomes clear how quickly the times 
are changing 


There was also much talk about the problems involved in 


the teaching of the state language (there is a shortage of 


experts in the Lithuanian language, the schools suffer from 
low prestige. few of the Polish and Russian graduates want 
to study the Lithuanian language), the need for practical 
cooperation (many older people, even including the 
leaders, allegedly, have simply no need for the Lithuanian 
language since they consort only with their own kind), and 
the gains (in some places, Polish and Russian children are 
learning the state language already in the kindergartens 
and classes in physical education, music, and Lithuanian 
history are conducted in Lithuanian, 257 people in this 
rayon have already passed the qualifying state language 
tests, almostal! the offices have been supplied with Lithua- 
nian-language documents for clerical work, and it 1s not 
every day that one still meets an official who 1s unable to 
communicate in the state language). 


Some time was spent discussing the draft resolution, whose 
4th point, for instance, states: “Until the appropriate 
decisions of the Parliament and the Government are 
adopted, the (local) language of the national minorities— 
Polish, Russian—should be used tn the offices and organi- 
zations. in addition to tne state language.’ Meanwhile, in 
the &th point, the Parlaament and the State Language 
Commission are asked to prolong the deadline for the 
minimal requirement of language skills (for the executive 
otticials and those who service the population in state 
agencies, enterprises and organizations) until January |, 
1999. It was suggested that a separate appeal be addressed 
to the President, the Parliament and the Government, to 
the effect that Poles in the Vilnius rayon be accorded the 
Status of a “regional language” and that, in addition to the 
state language. the Polish language would also be used in 
local offices and organizations. 


[he argumentation was that those who do not know the 
state language will not be able to learn it anyway until the 
deadline for the introduction of that language (1/1/95); 
moreover, Lithuania must pay attention to international 
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law, which 1s expressed in the European Charter on the 
regional or minority languages. 


Donatas Smalinskas, the chairman of the State Language 
Inspection Agency, and Juozas Dringelis, a member of 
Parliament, proposed that the question be viewed from the 
standpoint of the state, but their arguments were not 
considered, The Vilnius rayon council adopted the above- 
mentioned draft resolution and appeal by a majority of 
voles, 


Prime Minister Defends Economic Policies 


944K 1558B Vilnius LIETUVOS AIDAS in Lithuanian 
9 Jun 94 pp 1-3 


[Interview with the Prime Minister of the Republic of 
Lithuania, Adolfas Slezevicius, by the economic reviewer 
of TIESA, Gediminas Koncius: “Who Doesn't Like It, 
When Things Have Turned for the Better’ | 


[Text] 


[Koncius] Dear Prime Minister, the expression of non- 
confidence in the Government you are leading was not 
unexpected. Some members of the parliamentary opposition 
have been nurturing this idea for already a long time. Why, 
in your opinion, are they trying to put it into effect at this 
time? 


[Slezevicius] As soon as our Government began its work, 
our opponents have been trying to destabilize the situation 
in Lithuania in various ways. We have heard repeated 
urgings to strike, to organize meetings and pickets. The 
supporters of the Right also did not shy away from illegal 
activities. Even when a small group of armed adventurers 
wearing the uniforms of volunteers refused to obey their 
commanders orders and hid themselves in the forest, their 
ideological leaders failed to condemn such an offensive 
action against the legitimate government. The rightist 
politicians have created the problem of the use of the KGB 
archives and, having misled a portion of the former 
political prisoners, they are escalating the conflict. But we 
have not thought up anything new. The procedures for the 
inventorization and use of the KGB archives have been set 
already by the Supreme Council, and we do not intend to 
change them. But, obviously, there are people who fear 
that the archives will be accessible to objective researchers. 
Why else were files stolen from the KGB (archives) in the 
past? The rightist opposition has made many aitempts to 
compromise the Government of Lithuania in the eyes of 
the Western powers, to prevent the signing of a treaty with 
Poland, and to sever the contacts with the eastern coun- 
tries. 


An attempt is being made now to organize a referendum 
on the indexing of savings. This idea seems to be attractive 
at first glance, but its realization would inflict a terrible 
blow to our country’s economy. 


All this indicates that our opponents are certainly not 
motivated by the Fatherland’s needs, but the narrow 
interests of power seekers. 


It is not difficult to understand why the attempt to dislodge 
the LDDP government is being made now. The most 
important reason is that the trends of economic stabiliza- 
tion are already visible. The efforts to tame the inflation 
have been successful to a considerable degree. Let us recall 
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the quite recent forecasts of our opponents that, with the 
introduction of the added value tax, the inflation would 
accelerate during May by as much as 30 percent, In reality, 
the monthly rise of inflation was even smaller than the 
Government had foreseen and amounted to only 6.2 
percent 


There is another reason, | think, why Mr. Vagnorius and 
his supporters have suddenly become so agitated. With the 
passage of time, the mistakes made by the Government 
under his leadership are becoming increasingly more 
apparent. The so-called rightists had failed to renounce in 
time a deficient price-setting policy, the expenses had 
considerably exceeded the budgetary income, and there- 
fore inflation was raging incredibly. 


The rightists have inexcusably delayed the introduction of 
the national currency. They started a very ineffective 
privatization—the distribution of state property for 
checks. Today they are speaking about “Lithuania being 
mortgaged for debts,” but they do not want to recall that 
they have left a debi of almost 100 million dollars. And 
these were not credits or civilized loans, but simply bills 
that had not been paid in time. 


Not only the mistakes of Mr. Vagnorius’ government, but 
also the abuses by some of its members are becoming 
increasingly more apparent. This, understandably, 1s 
making them nervous and 1s compelling them to attack. It 
is ancient knowledge that attack 1s the best defense. 


[Koncius] Next week you will have to present to the 
Parliament not only the analysis of your activity, but also to 
outline the future. Which of your tasks will you define as the 
most important ones? 


{Slezevicius] Irrespective of the outcome of the discussions 
on the interpellation, following the change of more than 
one half of the Government’s cabinet, we will have to 
present our program to the Parliament. The ministries are 
already doing preparatory work, and we hope to complete 
it in a couple of weeks. Understandably, we will propose 
the continuation of the sixth Government’s program, since 
life has demonstrated that it has proved itself and gave 
reasonably good results. 


We shall emphasize several most important tasks. 


First of all, we must finish by the end of the year the 
distribution of state property for the checks and to start the 
second stage of privatization. by selling property for real 
money 


The second task of great importance is the management of 
money. At present, we are completing the creation of a 
system of taxes, most of the necessary laws have been 
already adopted, and we plan to present to the Parliament 
the remaining projects in the nearest future. The only 
remaining task will be to set the procedure for the payment 
of taxes, so that dishonest taxpayers would be prevented 
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lrom avoiding that duty, We will have to demand stricter 
responsibility for the avoidance of paying taxes. 


There is a lot of work ahead as we try to strengthen the 
banking system, because only strong commercial banks 
will be able to attract larger credits and thus to reduce the 
interest rates for loans that are granted to the businessmen. 
We will not be able to develop our economy unless we 
meet that condition. This is linked with the influx of 
foreign investments to Lithuania, We will not be able to do 
without them, because our country’s internal credit 
resources are obviously insufficient. They happen to be 
increasing, some 10-15 million litas are deposited in the 
banks each month, but the needs are incomparably greater. 
The international financial organizations take a basically 
positive view of our efforts to reform the economy and 
promise to expand the assistance to our country, 


The people are paying close attention to the Government's 
efforts to control the situation regarding crime. I think that 
impartial observers cannot disregard certain gains in this 
area. 

We will be paying increasing attention to the problems of 
local self-government. It will be doubtlessly necessary to 
increase the rights of the local self-governments, but we 
cannot forget also their responsibility to the people. Unfor- 
tunately, today we have quite a few excessively politicized 
organs of local self-government, which, as it seems, even 
fail to understand their immediate purpose. 


{Koncius] There has been much talk already about compen- 
sating the people for their devalued savings. Such a task was 
also inscribed in the LDDP’s electoral program. How do you 
plan to resolve this problem? 


[Slezevicius] The conservatives are proposing that the 
deposits be indexed as 100 times more valuable and that 
they be paid off by using the remaining state property, 
which should be privatized. It is impossible to put this 
procedure into practice, because 80 percent of that prop- 
erty has already been distributed for the investment 
checks, and the remaining property 1s certainly not large 
enough to provide the income necessary to compensate the 
deposits on the proposed scale. This step of our opponents 
is not an economic, but a political one. A good :llustration 
for this is the paradoxical behavior of the former member 
of Government, J. Veselka. While he was still minister of 
economy, he saw no possibility of indexing the deposits (at 
a higher rate), but as soon as he resigned from his minis- 
terial post and got rid of real responsibility, he 1s already 
“finding” ways to do that. 


Our Government thinks that the present compensation for 
deposits is definitely inadequate, and therefore we are 
looking for the possibilities to increase the compensation. 
But we will be able to do that only when we will know with 
certainty what we will get when we finish selling for real 
money the remaining still undistributed state property. 


[Koncius] Thanks for the conversation. 








FBIS-USR-94-073 
11 July 1994 


New Ministers Profiled 
044K 15S58C Vilnius LIETUVOS AIDAS in Lithuanian 
9 Jun 94 p3 


[Unsigned report: “The New Ministers of the Sixth 
Government’ | 


[Text] On June 10, in accordance with article 84, point 9 of 
the Constitution of the Republic of Lithuania, and consid- 
ering the proposal of the Prime Minister of Lithuania, 
Adolfas Slezevicius, the President of the Republic Algirdas 
Brazauskas decreed the appointments of: 


- Laurynas Mindaugas Stankevicius as minister of admin- 
istrative reforms and local self-government affairs, after 
relieving him from his duties as minister of social welfare. 
The decree comes into force on July 1, 1994. 


- Bronius Bradauskas as minister of environmental protec- 
tion. The decree comes into force on June 15, 1994. 


- Viadislavas Domarkas as minister of education and 
science. The decree comes into force on June 10 

- Dainius Trinkunas as minister of culture. The decree 
comes into force on June 10. 

- Albertas Vasiliauskas as minister of forestry. The decree 
comes into force on June 10. 

- Aleksandras Vasiliauskas as minister of economy. The 
decree comes into force on June 10, 


Laurynas Mindaugas Stankevicius was born in 1935, econ- 
omist-financier. 1978-1988—first deputy chairman of the 
state labor committee, 1988-1990—first deputy minister 
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first deputy minister 
minister of soctal 


of social maintenance, 1990-1993 
of social welfare, since October 1993 
welfare. 


Bronius Bradauskas, born in 1944, economist-financier, 
1975-1989—deputy chairman of the Vilnius rayon execu- 
tive committee, 1989-1990—deputy chairman of the state 
environmental protection committee, since 1990—deputy 
general director of the environmental protection depart- 
ment. 


Viadislavas Domarkas, born in 1939, radio engineer, 
doctor of technical sciences, professor. 1961- 
1993—engineer at the radio-electronics department. of 
Kaunas Polytechnical Institute, post-graduate student, 
senior instructor, lecturer, institute vice president, presi- 
dent, professor. Since June 1993—deputy minister of 
foreign affairs. 


Dainitus Trinkunas, born in 1931, soloist, orchestra leader, 
instructor. 1989-1990—munister of culture, 1990- 
1992—director of the painting gallery of Vilnius Art 
Museum, instructor at the Academy of Music. Since 
1992—miunister of culture and education. 


Albertas Vasiliauskas, born in 1935, forestry engineer, 
doctor, professor. 1961-1963—post graduate student at 
Forestry Institute, 1964-1965—sentor scientific worker at 
Forestry Institute, 1966-1991 - director of Dubrava forest 
research station, since March !992—director of forest 
institute. 


Aleksandras Vasiliauskas, born in 1940, mathematician, 
economist, doctor of economy, professor. 1969- 
1974—chief of computing center al state plan committee, 
1974-1989—department chief, director of people's 
economy planning and economics scientific research 
department, 1989-April 1993—professor at University of 
Vilnius, since April 1993 - adviser to the President of the 
Republic of Lithuania. 
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